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AGRICULTURAL MARKETING SERVICE 
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EARL L. BUTZ, ASSISTANT SECRETARY OF AGRICULTURE 

0. V. WELLS, ADMINISTRATOR, AGRICULTURAL MARKETING 
SERVICE 

ROY W. LENNARTSON, DEPUTY ADMINISTRATOR, MARKETING 
SERVICES, AGRICULTURAL MARKETING SERVICE 
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Mr. MarsHauu. We will insert at this point pages 1 through 4 of 
the justifications. 
(The pages referred to follow:) 


PURPOSE STATEMENT 


The Agricultural Marketing Service was established by the Secretary of Agri- 
culture on November 2, 1953, under the authority of section 161 Revised Statutes 
(5 U. 8. C. 22), Reorganization Plan No. 2 of 1953, and other authorities. The 
Service is organized to aid in advancing the orderly and efficient marketing and 
the effective distribution of products from the Nation’s farms. The marketing 
and distribution functions of the Department are centered in this Service. 
The Administrator of the Service is also responsible for the coordination of all 
statistical work of the Department. 

The Agricultural Marketing Service carries on the following principal programs: 

(1) Research and agricultural estimates.—These functions include— 

(a) Marketing research directed toward the development of practical 
answers to problems encountered in moving agricultural products faa the 
farm-gate through retail stores, including expanded outlets for new and 
established products, reduced costs, improved product quality, and improved 
market equipment and fieilities; 

_ (6) Analyses of the economic situation and outlook for farm products, 
including factors affecting price, supply, and consumption; and statistical 
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studies on farm population, costs, prices, and income in their relation ¢o 
agriculture including causes for variations and trends; 

(c) Crop and livestock estimates including acreages, yields, production 
stocks, values, and utilization of farm crops; numbers, production, yalye 
and utilization of livestock and livestock products and such related data op 
prices received and paid by farmers. 

(2) Marketing services.—These activities contribute to the efficient and orderly 
marketing of agricultural commodities through— 

(a) The Market News Service which provides timely and reliable market 
reports on all major agricultural commodities to help farmers determine 
when and where and at what price to sell their products. 

(6) Inspection, classing, grading, and standardization services to develop 
standards of quality for agricultural commodities and to use them in pro. 
viding an impartial inspection, classing, and grading service. 

(c) Freight rate service to assist in obtaining and maintaining equitable 
transportation rates and services on farm supplies and products. 

(d) Regulatory activities covering administration of laws aimed at protect- 
ing farmers and others from financial loss resulting from deceptive, careless, 
and fraudulent marketing practices. 

(3) Payments to States.—The Service administers the matched-fund program for 
marketing activities carried out through cooperative arrangements by State de- 
partments of agriculture, bureaus of markets, and similar State agencies. 

(4) School-lunch program.—Federal assistance is provided to States and Terri- 
tories for use in serving nutritious midday meals to children attending schools of 
high-school grades or under in order to improve the health and well-being of the 
Nation’s children, and broaden the market for agricultural food commodities. 

(5) Removal of surplus agricultural commodities and marketing agreements and 
orders.—These activities directly or indirectly tend to maintain prices received by 
farmers and establish and maintain orderly marketing conditions through— 

(a) Removing from the market surplus agricultural commodities by pur- 
chase and donation to eligible recipients and by export and diversion pay- 
ments; 

(b) ‘Administration of marketing agreements and orders; 

(c) Cooperation with the food trade and others to encourage greater con- 
sumption of abundant foods. 

(6) Work performed for others.—The Agricultural Marketing Service has also 
been delegated authority for, or is called upon, to perform other services for Fed- 
eral, State, and private agencies, on a reimbursable or advance payment basis. 
These include among others the special school-milk program, administration of 
section 708 of title VII of the National Wool Act of 1954, and distribution of 
donations of CCC price-support commodities. 

The Agricultural Marketing Service maintains its central office in Washington, 
D. C., but a large part of the program activity is carried on through State offices 
on agricultural estimates and functional field branch offices of the several Wash- 
ington commodity and funetional divisions located in over 225 cities and towns 
in the United States, Hawaii, and Puerto Rico. 

On November 30, 1954 (excluding the offices of the milk marketing adminis- 
trators) there were approximately 6,300 full-time employees, distributed about 
1,500 in the departmental service and the remainder in the field. In addition 
there were nearly 800 part-time and intermittent employees in the field. 


ated, 1955 | mates, 1956 


Appropri- | Budget esti- 


| 
Appropriated funds: j 
Marketing research and agricultural estimates $10, 223, 000 | $10, 981, 000 
Marketing services - - 11, 575, 500 11, 415, 000 
Payments to States, Territories, and possessions 1,000, 000 
School-lunch program - : j 68, 000, 000 
Repayment to Commodity Credit Corporation abe-= 


Total appropriated funds (excluding permanent appropriations) | 106, 376, 352 | 91, 396, 000 


—— 
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io Pare sa ‘ i 
.* Summary of appropriations, 1955 and estimates, 1956 


iculOn, = eer | COULtCtC etic } 











Value, : Budget Increase (+ 
ata on Appropriation item [Aprmeees, estimates, or dqnretee 
956 | —) 
rderly ee, a . 
Marketing research and service: 
narke Marketing research-and agricultural estimates....._.......| $10,223,000 | $10, 981,000 | +$758, 000 
arket Wiss ln DS Bec hn dannnnendea- sé -| 11,575,500} 11, 415, 000 — 160, 500 
rmine Payments to States, Territories, and possessions 900, 000 1, 000, 000 +100, 000 
school junch program 83, 236, 197 68, 000, 000 —15, 236, 197 
evel Repayment to Commodity Credit Corporation 441, 655 |_._--- — 441, 655 
op Perishable Agricultural Commodities Act fund (permanent ')_ 390, 000 390, 000 | 
1 pro- Removal of surplus agricultural commodities (30% of customs | | 
receipts, Permanent ?)........................--.------------| 180, 001,952 | 168,000,000 | —12, 091, 952 
table __| 236, 858,304 | 259, 786,000 | —27, 072, 304 
aiies Deduct permanent appropriations (shown in detail above)....| 1 180, 481,952 | 168, 390, 000 | a 2 , 091, 952 
‘otect- Sees See eo eetiaenees 
reless Total (excluding permanent appropriations) ~ 106, | 376, 352 | 91, 396, 000 1 —14, 980, 352 
’ 
im for In : addition, unobligated balance of $335,013 available in fiscal year 1955, and estimated balance of $315,013 
te de- available in 1986. . 
‘In addition, unobligated balance of $268,768,343 available in fiscal year 1955, and estimated balance of 
' $00,000,000 available in 1956. 
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Mr. MarsHa.t. Dr. Butz, you have a general statement, I believe. 
Will you proceed with your statement? 






GENERAL STATEMENT 







Mr. Butz. Mr. Chairman and Members of the Committee, since 

this is my first formal appearance before your Committee, I believe 
Jam [am expected to describe something of my background in agriculture. 
[was born in Noble County, Ind., and grew up on a farm near Albion, 
Ind. 

My training at Purdue University and later at the University of 
Chicago was in the field of agricultural economics. After graduation, 
Iserved as a research economist on the staff of the Federal land bank 
at Louisville, Ky., in 1935-36. The following year, I joined the staff 
of Purdue University as instructor in agricultural economics. As you 
know, I came to the Department of Agriculture from my position at 
Purdue as head of agricultural economics. 

Our major need in agriculture today is the development of wider 
narkets for farm products, both at home and abroad. This need is 
at the bottom of all our current difficulties relative to farm surpluses, 
farm prices, and farm income. 

We are making definite progress in rebuilding our export markets, 
and the outlook is for continued improvement. However, most of 
our marketing problem is domestic—not foreign—since the bulk of 
our agricultural output is produced for domestic use. 

The committee is now reviewing the budget estimates covering the 
work of the Agricultural Marketing Service. This is the agency that 
is spearheading the Department of Agriculture’s attack on the do- 
mestic part—the major part—of the overall farm marketing problem. 

This agency’s work spans the full distance from the producer to the 
consumer. Through the Crop Reporting Board, it collects the Na- 
tion’s basic statistics on crop and livestock production, acreages and 
yields, and farm prices and wage rates. Through the Market News 
Service it, day by day, furnishes today’s market information today, 
to both producers and purchasers of farm products. Tbrough its 
statistical services and market analyses, this agency continuously pro- 
vides market outlook information which helps guide farmers toward 
profitable lines of production, and which aids the marketing system 
to do an effective job of distribution. Gathering and supplying this 
information to farmers is a basic activity in the marketing field, since 
itis on the farms that our marketing problem begins. 

This problem, however, lies mostly off the farm, since it is essen- 
tially a problem of what happens to farm products in marketing 
channels, after the products leave the farm and before they reach the 
ultimate consumer. The Agricultural Marketing Service provides 
inspection, grading, and standardization services on a nationwide 
basis, and administers various regulatory acts, all aimed at orderly 
marketing and at insuring the quality of farm products reaching the 
consumer. Quality maintenance, of course, is the first requirement 
in our efforts to develop wider markets for farm products. 

Beyond this, however, lies another requirement, that of getting our 
products into consumers’ hands as economically as possible. The 
Agricultural Marketing Service is the research arm of the Department 
in this area of work. Its marketing research program attacks market- 
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ing problems at their roots, working in cooperation with the apr. 
cultural trades to find and develop wider markets, more efficient 
marketing facilities, handling methods, and marketing practices, {ts 
research ranges through all steps of the off-farm movement of farm 
products, from the first handler to the ultimate consumer. 

It searches out new methods and new tools for improving the 
efficiency of marketing processes, with the aim of expanding ow 
market outlets. Moreover, it works to find new markets and to 
widen existing ones by learning the current needs of both industri] 
and household consumers. This kind of work, in particular, is essen- 
tial if we are to help farm products to hold and expand their markets. 

This agency also administers the national school lunch program, 
the special school milk program, the program for disposal of surplus 
farm products to charitable institutions and the needy through desig. 
nated State agencies, and other activities aimed at expanding the 
consumption of farm products in this country. 

With that much as overall background, I would like to move on 
now to look at the major activities covered in the proposed budget 
of the Agricultural Marketing Service. 


ADDITIONAL MARKETING RESEARCH REQUIRED 


The prime purpose of our marketing research is to assist in in- 
creasing marketing efficiency and in maintaining or expanding mar- 
ket outlets for farm products. 

The Agricultural Marketing Service is carrying forward extensive 
investigations aimed at improvements in the efficiency of marketing 


processes, marketing methods, transportation, storage, and marketing 
facilities and equipment. 

This work is moving ahead on a wide front. I would not attempt 
here to place a dollar value onit. I believe it is sufficient to point out 
that the estimated savings from one development in the marketing 
of a single commodity—tomatoes—which was recently made possible 
through this work is several million dollars annually. At the same 
time, our market organization and cost studies are giving us a better 
understanding of our marketing problems and how improvements 
may be implemented. 

A further important line of work in this field is that of research in 
market development—work seeking new and expanded markets. 
This work includes surveys of industrial and consumer needs and 
preferences with respect to specific products. It includes the measure- 
ment of market potentials for various farm products, as well as tests 
and analyses of merchandising methods and practices. Research of 
these kinds is especially necessary in order to help agricultural products 
compete on more equal terms with the test-tube products of modern 
industrial research. It is a fact that, in several instances in recent veals, 
agriculture has been ‘‘researched out of its markets’’ by the labora- 
tories of industry. Although we are latecomers in this field, we are 
already seeing evidence of the value of this work in holding and 
expanding farm markets. 

The proposed budget calls for moderate expansion in our current 
marketing research work on market development, market organiza- 
tion and costs, improving and evaluating the quality of farm products, 
and transportation and marketing facilities. In view of the siz 
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of our marketing problem, and of the profitable results already flowing 
fom this work, the proposed expansion is urgently needed. 


IMPROVEMENT OF FARMER EXPENDITURE ESTIMATES NEEDED 


Economic and.statistical analyses are the essential base for much 
of the farm outlook and related work carried forward by the State 
extension services, the farm press, farm organizations, et cetera. 
Reliable information regarding the demand-supply-price outlook for 
farm products is vitally important to farmers and others who use it 
to guide their decisions on producing and marketing farm products. 
In the past year, the heavy demand for information of this character 
has continued—from farmers, businessmen, farm and business organ- 
ations, Members of Congress and congressional committees, and 
State and Federal governmental officials. 

As part of the work in developing farm income estimates, we are 
faced with the need for direct information from farmers about their 
expenditure patterns in the postwar period. This information is 
especially necessary for bringing up to date the weighting pattern for 
parity index and for providing a better base for our farm production 
expenditure and net farm income estimates. At present, the basic 
expenditure data used in calculating the parity mdex relate to the 
1937-41 period. If this index is to be kept current and accurate, it 
is vital that we bring our basic statistics up to date, so as to take 
account of the rapid changes that have come in farming practices and 
technology in recent years. The parity index is the only major 
Federal statistical index for which the weighting pattern has not been 
revised since the war. 


IMPROVEMENT OF CROP AND LIVESTOCK ESTIMATES SOUGHT 


As this committee knows, we are interested in improving the accu- 
racy Of the crop and livestock estimating methods and improving 
the usefulness of this service. We are now in the second year of our 
studies and tests of new techniques or possible improvements. ‘This 
attack is aimed at objective measurements for estimating yields, and 
ut Improving or supplementing our mailed questionnaire results 
through the use of actual farm interview. Progress is being made 
under this program, and we believe it should be expanded. 


MORE AND BETTER MARKET NEWS NEEDED 


Interest in the Market News Service continues to grow. There is 
a continuing need for improving and adapting the Market News 
Service to meet changing conditions. 

One of the more important immediate needs is to extend market 
hews coverage of the increased volume of fruit and vegetable truck 
receipts. Also, the direct sales of agricultural products in producing 
areas are growing in importance. Extending market news to cover 
these transactions is imperative. In addition, it is essential to 
strengthen our leased wire teletype service. 

These needs were recognized in the program for development of the 
Market News Service formulated at the request of this committee a 
few years ago. The budget proposes increases which will further this 
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program, and where appropriate, looks to financing on a cost-sharing 
basis with the States and localities. 


PERMISSIVE INSPECTION AND GRADING 


During this fiscal year, we have further extended the principle that 
the permissive inspection and grading work done by the Department 
should be financed as fully as possible by the users of the particular 
services. Since the beginning of these services, a large part of their 
cost has been borne by fees and other revenue. The budget for 195¢ 
makes a further move in this direction. It provides that the full costs 
of inspection and grading of fresh fruits and vegetables and of poultry 
and eggs be met from fees or other charges for services. ‘ 


OTHER INSPECTION AND REGULATORY SERVICES 


The Agricultural Marketing Service also administers a number of 
other grading and classing activities and regulatory programs. These 
include activities under the Grain Standards Act, Tobacco Inspection 
Act, Cotton Grade and Staple Statistics Act, Packers and Stockyards 
Act, Federal Seed Act, and United States Warehouse Act. These 
activities contribute substantially to orderly marketing. 

The Department has a responsibility to carry out these laws by 
rendering adequate services of the required types. We face an urgent 
need under the United States Warehouse Act in connection with 
the supervision of currently licensed warehouses. We have held our 
request for funds in this area to a minimum level despite the fact that 
the workload has greatly expanded in recent years. 


MATCHED-FUND WORK WITH STATES 


The matched-fund marketing service work with the State depart- 
ments of agriculture is proving effective in bringing about practical 
improvements in marketing and in getting the results of research 
into practice. This fund-matching arrangement, provided for by the 
Agricultural Marketing Act of 1946, permits the States to propose and 
carry out projects with their own personnel. At the same time, it 
provides a means for drawing on the technical assistance of Federal 
marketing specialists. It also provides for coordinating work in- 
volving joint efforts of several States. 

Currently, 39 States, Territories, and possessions are carrying out 
service projects under this fund-matching program. Our advisory 
committees generally recommend increases in this program as a more 
effective means of attacking local and State marketing problems. 


MOVEMENT OF SURPLUS AND PLENTIFUL COMMODITIES 


In connection with section 32 and section 416 programs, the Agri- 
cultural Marketing Service is increasing its efforts to stimulate 
greater movement of surplus and plentiful commodities both through 
distribution programs and through normal channels of trade. 

More emphasis is being placed on working with farm and trade 
groups in merchandising efforts that focus consumer attention on 
plentiful foods. Also, during the current year we started marketing 
clinic work centered on developing trade attention to the need for 
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more effective movement and distribution of agricultural products. 
In these ways it has been possible to increase consumer buying and 
expand the consumption of a wide range of agricultural products 
when supplies were at their seasonal peak. Activities of this type 
cost relatively little but they do have an important effect. 

Section 32 funds are, of course, primarily used for the purchase, 
exportation, and diversion of surplus agricultural commodities. As 
this committee knows, fund requirements for surplus removal activi- 
ties are always contingent on economic developments during each 
season. This committee is also aware that because of restrictions on 
the use of section 32 funds, section 416 of the Agricultural Act of 
1949 was amended during the last session of Congress to make it 
possible to distribute Commodity Credit Corporation stocks on much 
the same basis as commodities purchased under section 32. The 
distribution of both section 32 and section 416 commodities is handled 
by the Agricultural Marketing Service. 


SCHOOL LUNCH PROGRAM 


Participation in the program under the National School Lunch Act 
is continuing to grow. It is estimated that this program will reach 
10.8 million children in 1955, compared with 10.1 million children in 
1954. 

In keeping with the act, the contributions from sources within the 
States toward the program are increasing. Initial cash payments 
from the Federal Government in 1955 were $67 million, and the same 
amount is budgeted for 1956. However, the budget proposes that 
no funds be provided under section 6 in 1956. 


FEDERAL FOOD ASSISTANCE TO SCHOOLS 


In addition to the food commodities donated to schools under 
section 32 and section 416, a special program was put into effect at 
the start of the current school year which supplies additional fluid 
milk for children in schools. Food assistance from these sources is 
available not only to schools participating under the National School 
Lunch Act, but also to those operating independently of the act. 
Taking into account the sizable quantities of surplus commodities 
which continue to be supplied to the schools, and the special school 
milk program, contributions from within the States are more readily 
available for State or local purchase of foods needed to round out 
lunches from a nutritional viewpoint. 


NEW SCHOOL MILK PROGRAM 


The outstanding new development in the food distribution field 
during the current year was the inauguration of the special school 
milk program. The Agricultural Act of 1954 authorized a program of 
hot to exceed $50 million for each of 2 years for the special program 
for increasing consumption of milk among school children. This new 
activity got off to an effective start at the beginning of the current 
school year with widespread participation and keen interest. 

All 48 States and the District of Columbia are now in the program. 
As of the end of January, operations had reached an annual rate of $40 
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million and were still increasing. On an overall basis, the participating 
schools reporting showed better than a 50-percent increase in milk 
consumption. Although, as might be expected in a new program of 
this magnitude, some operating problems have been encountered, the 
total effort is proving to be effective and worthwhile. 

Considered in perspective and in the light of other fund require- 
ments and the need for economy in government, the budget proposed 
for the Agricultural Marketing Service provides for the continuation 
of services that are essential in maintaining a healthy agricultural 
economy. 

We very much appreciate this opportunity to discuss the proposed 
budget with you and to report on the work of the Agricultural Market- 
ing Service. The Administrator and members of his staff are here and 
we will be only too glad to provide any additional information you 
may desire. 


EXPANSION OF THE FOREIGN MARKET BY COMPETITIVE SALE 


Mr. Wuirrten. I note in your statement, 


However, most of our market problem is domestic—not foreign—since the bulk 
of our agricultural output is produced for domestic use. 


I will not question that that is the way it works, but who decided that, 
that is the market the farmer produces for? I thought the farmer 
produced to sell to whomever would buy for what he could get. 

Mr. Burz. You are quite right, Mr. Chairman, he does that. 
Speaking historically, though, in the last decade or two, only about 
10 percent of our total sales have been abroad. The point you make 
is quite right, however, that the expansion of the foreign market is a 
very important aspect of our agricultural program. 

Mr. Waurrten. Dr. Butz, we have had so much discussion on this 
point, I hate to review it again. 

Mr. Burz. It will be a pleasure, I assure you. 

Mr. Wuirtren. Do you know any better way to increase your 
foreign markets than to offer your commodities for sale? Do you 
know of any other way that does not start with first offering them for 
sale? 

Mr. Butz. No, sir. 

Mr. Wuirtren. Then, when you offer them for sale, which is the 
starting point, do you know of any followup that you can better use 
than to make the price competitive? 

Mr. Butz. That is a very strong tool, Mr. Chairman. I think in 
many cases we do make the price competitive. 

Mr. Wuirren. You are an economist. Let us stick to the theory. 
I want to try to get over in your field a little. 

Mr. Burz. I welcome that. 

Mr. Wuirren. We start with the premise that we need. to expand 
foreign markets? 

Mr. Burz. Yes, sir. 

Mr. Wuirren. You agree that in theory and in fact the first step 
is to offer what you have forsale. Is there anything that should come 
ahead of that? 

Mr. Burz. There are things that should come simultaneously 
with it. 

Mr. Wuirren. What would come simultaneously with it? 
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Mr. Burz. You need market development, and if you are offering 
anything under a brand name you need product promotion, 

\ir. Wairren. There is no need of producing a product that you 
do not offer to sell, is there? 

Mr. Butz. We have done some of that in recent years. 

Mr. Wuirten. Well, we are not going into the history of this at 
the moment, we will get to that in a little bit. Actually, and I am 
certain about this, the offering of the farm commodities for sale and 
making the price competitive are the two primary steps to reach the 
market? 

Mr. Burz. You are right. 

Mr. Wuirren. After you offer your commodities and make the 
price competitive, then any other means would follow those two? 

Mr. Butz. Either follow, or go along simultaneously. 

Mr. Wuirren. But, whatever the reasons are, American farm 
commodities are not offered in world markets on a competitive basis. 
Are we not perhaps belaboring the issue to give as much attention to 
marketing, if we are not going to offer things for sale and are not 
going to make the price competitive? I am not talking about the 
domestic market. 

Mr. Butz. I appreciate that fact. Mr. Chairman, we do offer a 
great variety of our surplus products for sale on a competitive basis 
in the world market. We have disposed of quite a large amount of 
cottonseed oil and linseed oil in the last 8 months at bid prices. We 
have disposed of 4.5 million bales of cotton at competitive prices. 
True, the private trade did that, but nevertheless, it moved into world 
trade at competitive prices. We have various other products that 
have been moving at competitive prices. Only a part of our surpluses 
are held off the market at bid prices. 

Mr. Wuitten. I went, as I said earlier, through Europe last fall, 
and I did not talk to any trade group that did not say that, for the 
benefit of all concerned, the world supply should be available for 
world demand. They could not understand why we are holding a 
part of the world supply of cotton, in effect, which has been the 
Government policy. It has created a demand relationship which has 
kept the prices above our support price. But in doing that, we our- 
selves have been responsible for not letting supply and demand 
balance itself out. In other words, part of the supply is not available 
because we do not offer it for sale. 

Mr. John Davis, formerly of your Department, made a speech last 
year in which he said we could not expect to continue the policy of 
not offering this $4 billion of products for sale, if in so doing foreign 
countries were going to increase their production and supplant Ameri- 
can markets. That statement was made. What I have been trying 
to do in recent months is to point out that the situation has reached 
the point where we must act. I think that is quite clear. 

Mr. Butz. You have indicated your position very effectively. 

Mr. Wurrren. “Effectively” is a nice word, but only correct when 
I pick up the paper and see where we have offered something for sale. 
If vou used the word “forceful,” I would agree with you; but it is 
effective only when we act. 

Mr. Burz. You state your position effectively. 

Mr. Wuirren. Consideration of a change in policy by the Depart- 
ment will slow down the market momentarily, until foreign buyers 
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see what is going to happen. But, we have to match the short-range 
against whatever the long-range is. I think quite definitely any 
farm program cannot work aaah you let the farmer farm. Las} 
hen we cut them down and we have done the same again this year 
t is going to make farmers realize that they have to have the right to 
farm and produce farm commodities, and other things come second to 
that. I think they are coming around to a realization of that. 

If, in the movement of these commodities into world trade, the 
year-to-year drain on the Government through the Commodity 
Credit Corporation should become too large, I think public sentiment 
and the Congress will take such things into consideration. But | 
think that is the place to do it and not do as we are now—hold part 
of the world supply off the market. 

The other thing I would like to point out is that as long as we 
have these high reserves, foreign buyers are not likely to buy up any 
quantity of stock. They are likely to operate on a day-to-day or 
week-to-week or month-to-month basis. 

Mr. Butz. That is also true of the domestic buyers. 

Mr. Wuirren. Those that I had occasion to talk to in Europe are 
afraid of that in our policy. Every one of them agree that we have 
held our supplies back to the point that we will have to gradually 
move back in so as not to upset everything. 


FLEXIBLE PRICE SUPPORTS AND REDUCTION OF SURPLUSES 


Mr. Butz. May I state, Mr. Chairman, that we feel the new author- 
ity we have for flexible farm support prices in the act of 1954 will 


move us in the direction of offering our surpluses at competitive bid 
prices much more effectively than we could under previous legislation. 

Mr. ANDERSEN. If you will let me interject, if you can do it more 
effectively at 75 percent, we had better take off all price supports 
and you would be in an ideal situation, would you not? 

Mr. Butz. Just from the standpoint of not having any surpluses— 
but you would not be in an ideal situation by removing a floor from 
under farm prices. No; as far as I know, no one in the Department 
advocates that. 

Mr. ANDERSEN. You said you improved the situation as far as 
getting rid of the surplus, by reducing our price supports from 90 
percent to 75 percent, did you not? 

Mr. Butz. Yes, sir; surplus is partly a matter of price. 

Mr. ANDERSEN. By installing flexible price supports. 

Mr. Butz. Yes, sir. 

Mr. ANDERSEN. That means to me; reduce your farm supports 
from 90 to 75 percent. If you do that, how much further down could 
you go to improve the situation in reducing supports? 

Mr. Butz. My definition of improving the situation is more than 
reducing the surpluses. You must also take into consideration that 
we do not want to remove all floors from farm prices. Flexible farm 
supports will permit prices to fluctuate in years 

Mr. ANDERSEN. You perhaps know that I am one of these who feel 
that we are very foolish to cut down the entire price level of our farm 
production just simply to get rid of a surplus. 

Mr. Burz. That is not the reason, sir. 

Mr. ANDERSEN. I am just telling you my private opinion. I respect 
yours. That is all, Mr. Chairman. 
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ye Mr. Wuirten. The reason these issues are brought up is that they 
rear are covered in your presentation and it brings the subject before us 
nt to again. I had occasion to go over the testimony the other day in 
id to which you stated, and it was apparently approved by the Secreiary, 
that in many regards the American price-support system as we have 
the had it, has priced the farmer out of the market. I know a good many 
dity people who subscribe to that view. I personally do not think so, 
nent though it could be in some domestic fields it has had that result. But 
ut | whether or not you and the Secretary believe that the Congress in the 
part passage of these laws has brought that about, I would have to say 
that the Congress certainly did not intend that. Most of those who 
+ we supported the farm program did not believe it. The point I am 
any making is that you do believe it and you see it that way. The thing 
v OF [ cannot understand is that, feeling as you do, why the Department 
of Agriculture would make the same mistake in world markets by 
setting the same support level as the offering price. In other words, 4 
are you do it knowingly, and I assure you that the Congress is wholly Y 
ave unaware of what it was doing, if you are right in your analysis of it. 
ally Mr. Burz. Please understand, Mr. Chairman, that neither Secre- ‘ 
, tary Benson nor I, nor anyone in the Department of Agriculture, so S 
far as I know, would accuse the Congress of knowingly doing that. 4 
It is an honest difference of opinion. 
Mr. Wuitrren. I will not accuse you of doing so. But in the 
hor- record you said you were. 
will Mr. Butz. Yes, sir; I feel that way. I think the Department is 
bid not knowingly pricing its product out of the world market. We are 
ion. bending every effort to expand our foreign markets. We are having 
ore some success. Our total exports last year will probably exceed $3 






orts billion when the figures are completed. We expect in 1955 to see a 


substantial increase over 1954 in our total exports. With respect 






















s— to cotton we are exporting at competitive world prices. I think 

‘om there is some truth in what you say that in previous years we may 

ent have withheld cotton from the world market by not offering it at com- 

petitive prices, but that was not true last year. If last year we had 

as offered cotton at a lower price or if we had tried to force a larger 

90 quantity of United States-owned cotton on the world markets at a 

lower price, there is a substantial question whether the market would 

have absorbed more of our cotton at the expense of some other pro- 

ducer or whether the world price itself would have been lowered 

which would have resulted in the lowering of the price of the 4.5 

rts million bales we did export and might have resulted in a lower gross 
uld income for the cotton we did export. 

Mr. Wuirten. I do not accept all the factors that you add into that. 
1an Nobody advocated that we offer it at a lower price. We suggested 
hat it be offered at a bid price. So there is no desire to push the price 
rm down. But, if the effect of offering it was to lower the price, in view 

of vour statements about the effect of the present high prices brought 
eel about by American law, it looks to me that that is what you advocate. 
rm If you go ahead and make your world supplies available to meet 
demand, which we do not do by holding ours back, and then if the 
result were to bring the price down to a supply-demand basis, it strikes 
oct me that that is what you are advocating in your testimony—and I 
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have read it since the other day. If you advocate that domestically 
and advocate that worldwide, I cannot see how you can support your 
present policy of not making these supplies available for whateyo; 
effect it might have on world markets. 

Mr. Burz. I think you misinterpret my feelings regarding the 
domestic market. Nobody in the Department of Agriculture ad- 
vocates the elimination of price supports. There is of course 
domestic demand at a price, for much more of nearly everything we 
produce, than we now sell. Tf you let the price go low enough—— 

Mr. Wurrren. That is true of automobiles, it is true of refrigerators. 
television sets, and so forth. 

Mr. Butz. Indeed, I have a tremendous demand for Cadillacs but 
I do not drive one. 


SUBSIDIES FOR BASIC AND PERISHABLE COMMODITIES 


Mr. Warrtren. There is one thing that has intrigued me. I have 
been in many battles here to save section 32 funds, where 30 percent 
gf import duties are set aside to help move surpluses and things of 
that sort. I have been here when it was a close question whether we 
could save it. I wrote the first language in the report that special 
attention be given to the support of perishables with those funds, 
because being perishable it is hard to fit them into your firm price 
supports. The chief argument offered by the administration was that 
we should put basic commodities under flexibles, because we did not 
treat all other commodities the same; did not give them the firm 
price supports. Now, having sold that program, I know that you 
folks are now using section 32 funds to pay export subsidies on some 
of these commodities, and I wonder why you do not treat the basics 
as well. You cut the basic down because the perishables were not 
treated the same way, and now you are giving perishables a special 
treatment and you do not include basics. Is that a case of using 
whichever argument fits your own desires at the moment? 

Mr. Burz. No, sir. Perhaps Mr. Wells can speak to that better 
than I can. Basics are still supported under the old Agricultural Act 
until the 1955 crops. Therefore, basics are getting liberal treatment 
at the moment. On the other hand, I think it is fair to point out that 
the rate of subsidy for export of certain of these perishable products, 
especially fruits, is lower than last year but the producers—— 

Mr. Wuirren. You mean the sin is less in amount? 

Mr. Burz. It is not a sin, sir. The basics are still enjoying a very 
high level of price support until the 1955 crop comes in. 

Mr. Wuirren. I am not opposed to that, because they are two 
different things and the carryover of perishables of this year will not 
embarrass next year’s market. They cannot be stored. Whereas in 
the basics, because of their storability, extra production one yeat Is a 
drug on the market the next year. I want the record to show that | 
clearly recognize the distinction, but I also recognized it when the 
Department was attacking the support levels for basics and the argu- 
ment was used that you do not give it to perishables. ‘The difference 
was there even then. 

Mr. Burz. Perishables get some support under sec ‘tion 32. As you 
point out, there is nothing as obsolete as last year’s potatoes. 
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COMMODITY DISTRIBUTION TO SCHOOLS 


Mr. Wuirtren. In connection with the school-lunch program, | 
raised the question as to why I am getting reports that shipments to 
many counties in several States are much less in quantity than last 
year. I presume I should wait until the school lunch is before us to 
raise that question? 

Mr. Burz. Are you speaking about shipments to Mississippi now? 

Mr. WHITTEN. Tox [ am. 

Mr. Butz. I presume that will be brought up more in detail under 
the school-lunch item. However, I understand the distribution to 
States is based on two primary factors, one is the population of 
schoolchildren in the State with relation to the total school popula- 
tion, and the other is the per capita income as compared to the 
national per capita income. 

Mr. Wuirren. Is that in the law, or is that by regulation? 

Mr. Burz. Would you answer to that, Mr. Wells? 

Mr. Weuts. Mr. Trainer is here and can answer that in detail, 
but basically there are two different parts of the program involved in 
this discussion. One is the distribution of funds to the State where 
the law does govern the formula, and the second is the distribution 
of surplus commodities. 

Mr. Wuirren. The complaint I had concerned commodities. 

Mr. Wetts. You are asking about the distribution of surplus 
commodities? 

Mr. Warren. Yes. This is particularly appropriate to go into 
for the reason that the cuts in your appropriation for school lunch 
are justified on the basis that more commodities are available. Yet 
the reports are that that has not been true in some areas. 

Mr. Wetts. Mr. Trainer, who administers this program, is here 
and can answer now, or we can wait until we arrive at that appropria- 
tion item in the budget presentation. 

Mr. Wuirren. Perhaps we will let that go until then. 

Mr. Butz. The distribution of surplus commodities last year was 
higher in the aggregate than in previous years. Certain ones were 
down. However, this year, we no longer have beef and gravy except 
a carryover from last year. Last year they got about four times as 
much canned beef and gravy as the amount carried over to this yea 
This year, we have bought none and that is why they are getting a. 

Mr, AnpErson. Neither do you have any poultry produc ts. 

Mr. Butz. We have none. 

Mr. ANpEeRsoN. That is because of the fact that there is no price- 
support program beneath that particular branch of our agricultural 
industry and I have objected to that policy on the part of the Depart- 
ment because it hits not only the price that the farmer receives, but 
also the recipient, such as the school-lunch program. 

Mr. Butz. Yes, sir; you made that case very well last fall. At 
that time we consulted with our Poultry and Egg Advisory Com- 
mittees, but I want to state for the record that you made your case 
very forcefully. 

Mr. ANDERSEN. I tried to, but was unsuccessful. 
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De.ivery Points on Corron AND OTHER CoMMODITIES ON Fura, 
ConrTRACTS 


Mr. Wuitten. Mr. Wells, I have received a number of requests 
on recommendations for a change in delivery points on the cottop 
futures market. It is asserted that perhpas Atlanta, Memphis, and 
Dallas should be added with such differentials as freight may require 
Also it is suggested that 1 inch should be the basis for delivery. I 
would like to have apn explanation for the record of how such matters 
are decided, and also would appreciate a review of the points that are 
involved in these suggestions. In addition, I would like to know 
about any other commodities with few points of delivery where there 
may have been recent complaints. 

Mr. We ts. I will be glad to supply this information. 

(The information is as follows:) 


COTTON FUTURES TRADING 


1. Rules with respect to the place and time of delivery of cotton on futures 
contracts are established by the exchanges under the provisions of their charters: 

(a) Delivery under New York contracts may be made at New York, Norfolk, 
Charleston, Savannah, Mobile, New Orleans, Houston, and Galveston. 

(b) Delivery under New Orleans contracts may be made at New Orleans, 
Houston, or Galveston. 

(c) Delivery may be made any time between the first business day of the 
delivery month and the seventh business day prior to the last business day of the 
delivery month specified in the contract. Notice of intent to deliver must be 
given 5 days before actual delivery. 

(d) Delivery is made by the passing of warehouse receipts issued by a warehouse 
licensed by the exchange. Such warehouse receipts must be accompanied by 
certification of this Department with respect to the quality classification of each 
bale delivered. 

2. The present delivery points, all of which are located at gulf and Atlantic 
ports, were at one time in the direct line of movement of cotton from producing 
areas to export and domestic consuming centers. Now, however, as a result of 
shifts in cotton production as well as in market outlets, some of these delivery 
points are out of the normal lines of movement of the cotton to its ultimate desti- 
nations. This being the case, the number of delivery points at which it is economi- 
cally feasible to concentrate cotton is actually fewer than would appear to be the 
case. Asa matter of fact, in recent years more than 90 percent of all deliveries on 
contracts have been made at Houston and Galveston. In view of this situation 
and the obvious advantage of multiple delivery points, suggestions have been 
made for deliveries at some of the principal interior cotton concentration points 
that are in direct line of movement from producing areas to consuming centers. 
Such interior concentration points as Atlanta, Memphis, and Dallas have been 
suggested as logical delivery points. Location differentials could be established 
for the various delivery points in order to adjust for differences in value at various 
points. Such location differentials were not needed when export markets repre- 
sented the most important outlet for the cotton and all delivery points were at 
ports. The designation of delivery points has always been considered to be a pre- 
rogative of the respective exchanges. 

3. Functions of the Department in connection with trading in cotton futures 
are limited to— 

(a) Determination of quality of cotton delivered and the quotation of prevailing 
commercial differences for various qualities, as authorized by the Cotton Futures 
Act. 

(b) Regulation of trading to prevent manipulation, as authorized by the Com- 
modity Exchange Act. 

4. So-called section 5 contracts, which are based on section 5 of the Cotton 
Futures Act, are used exclusively in all futures trading in cotton in this country. 
This section of the act provides that Middling shall he deemed the basis grade 
for the contract if no other basis grade is specified, and that cotton below Low 
Middling White, Strict Middling Tinged, or Good Middling Yellow Stained, or 
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that is less than % inch in length of staple, based on the official cotton standards, 
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shall not be delivered in settlement of futures contracts. At various times the 
exchanges have excluded, by rules, the tender of qualities of cotton not excluded 
by the futures legislation. 

"5. Originally, cotton futures contracts specified that cotton of %-inch staple 
would be the basis staple length. The first statistics on the quality of the United 
States crop became available in 1928. At that time % inch was the modal length 
of the crop. With the programs of cotton improvement, which were initiated 
during the 1930’s, varieties of longer staple were more generally planted so that 
the modal length of the crop has gradually increased until it is now about 1%. 
inches. The present commercial varieties that represent the major portion of 
current crops produce cotton of approximately that staple length. In 1939, the 
exchanges amended their rules to make '%¢ inch the basis staple length for futures 
contracts. With subsequent further increases in the staple length of the crop, 
there have been proposals, during recent years, for a further increase in the basis 
staple length to more nearly conform to the current modal length of the crop. 
The adoption by the exchanges of this proposal would be advantageous from 
the standpoint of quoting the spot markets in that quotations for the basis quality 
could then be based on actual transactions, which is not the case at present for 
most of the designated markets. Actually, only 4 (all in Texas) of the present 
14 designated markets do any substantial volume of business in !%¢» inch cotton. 
Quotations for cotton of that length are nominal in the other markets. This 
involves a difficult problem of properly relating quotations for other qualities in 
which trading is active, to the basis quality in which trading is limited or non- 
existent in 10 of the markets. On the other hand, when the change was made 
from 7 to 1% inch, there were some repercussions because 7%-inch cotton then 
became a discount quality, and the premiums for *442-inch and longer staples were 
reduced because of the new base of !%. inch. It was difficult to convince some 
people that the shifting of the base to a longer staple had not actually reduced 
prices to producers and in effect deprived them of the advantage expected from 
an improvement in the quality of the crop. 


FUTURES TRADING IN COMMODITIES OTHER THAN COTTON 


1. The number and location of delivery points for commodities traded on the 
various contract markets are determined by the exchanges. 

2. Several complaints have recently come to our attention concerning the need 
for outside delivery points for soybeans. Chicago is the only delivery point for 
soybeans under contracts on the Chicago futures market. The soybean proces- 
sors point out that a large part of this crop is not only produced but also processed 
at points south and west of Chicago. It is contended that requiring the beans 
to be brought to Chicago for delivery on futures contracts moves them out of the 
normal flow and also contributes to squeezes and corners on the Chicago futures 
market. Likewise, Memphis is the only delivery point for soybeans under con- 
tracts on the Memphis futures market. 

3. Complaints have also been received relating to potatoes. It is claimed by 
some persons that on the New York futures market the requirement for delivery 
in the Harlem yards in New York on occasion results in a glut of potatoes in cars 
at that point. The contention is made that delivery at points north of New 
York City would be helpful to the producers. At one time the exchange provided 
for delivery in the Charlestown-Boston area, but this is no longer in effect. 

4. The question of outside delivery points for grain was given some study a 
number of years ago by the Commodity Exchange Authority and a report on the 
need for multiple delivery points in grain futures markets was issued in 1947. 
In the case of the grain markets, for all practical purposes each market has only 
one delivery point. While certain of the west coast markets provide for a number 
of points, there is little or no trading on these markets. The Minneapolis market 
permits delivery both in Minneapolis and Duluth-Superior, but the freight struc- 
ture between these markets is such that Duluth-Superior delivery is substantially 
the same as if made in Minneapolis. 


STUDIES ON LEVELS OF LIVING OF FARMERS 


Mr. Wuitten. Research is so popular with the committee and with 
the public and the press that sometimes we let a lot of farfetched 
things get into the picture in the name of research. We have had 
reports from the committee investigation staff to the effect that there is 
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some duplication in your agency. We have had this report mado 
and I quote from the report: 
That the present activity of the branch is pointed toward greater research emphasir 
on the levels of living of low-income rural groups, including both farm and nonfary 
persons. 


That is not the kind of research that most folks have in mind when they 


write me letters for more research. I doubt whether the Congress hay 

that in mind last year: 

emphasis on the levels of living of low-income rural groups, including both fary 

and nonfarm persons. 

ee many projects do you have that reach that objective, Mr 
els! 

Mr. Wetts. Mr. Chairman, { have here a list of projects in that 
particular field and there are several which have to do with levels of 
living, 

Mr. Wuirten. During the investigation, the question was asked to 
differentiate between work done by your organization and the Bureay 
of Home Economics in the field of research. In that Bureau, there is 
a research project on the measurement of material wealth of rural 
and urban people. Then, coming to your agency there is research on 
the well-being of rural and urban people. There is some question in 
my mind as to the real value, under present conditions, of using funds 
that could be used some other place to tabulate or get information 
on that. We earlier had a statement on the research project to find 
the difference in the clothing of country people in four counties of 
Kansas, and the people in towns and cities of Kansas. I made the 
observation that the folks in those counties probably knew already 
and the rest cared very little about it. Is that one of your projects, 
Mr. Wells? ; 

Mr. We tts. I am not aware of it, if it is, Mr. Chairman. We have 
tried from time to time to do some work on levels of living of farm 
people, because we think in connection with our basic statistical re- 
sponsibility that we should have statistics which cover as many 4s 
possible of the aspects relating to farm income. We have tried to 
work out from time to time some comparison as to how many farmers 
have running water, electricity, or other conveniences common to 
other areas of the United States. Our research, Mr. Chairman, is 
almost always at the national statistica] level and carried on largely 
by working with secondary data from the census and other sources. 
We do very little work of this kind through actual local field studies. 
I am not aware at the present time that we are conducting any field 
studies that have to do with farm levels of living. 


AGRICULTURAL LABOR-MANAGEMENT STUDIES 


Mr. Wuirren. You have a project, A-3-2-4, entitled ‘Recent 
Developments in Agricultural Labor Management Relations.” ‘This 
project is concerned with the gathering of information on agricultural 
labor relations, the progress of unionization of agricultural workers 
and workers in agricultural processing industries, as well as factors 
underlying any labor disputes in agriculture. 

Is that a good way to spend money, in your judgment, on the 
part of this agency? 
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— Mr. Chairman. 







\r. Weis. I am familiar with that line pro 








Made, M¥ , 1949 we did approve a project to provide for the collection of some 

gaterial that had to do with labor-management relations. We were 

mphasis interested in the kind of disputes that came before the various labor 
onfarn HM \oards for review in connection with answering questions from time 
to time that have to do with the availability and utilization of farm 

“ll they labor. The Department has an interest in that field. However, I 





ess had MM am not aware that there has been any active work in this field since 
the Korean war. 

Mr. Warrren. Turning to the next project that some note is made 
of in this report is project A—3—2-6, entitled “Bibliography on Prob- 
lems of Extension of Social Insurance Legislation, Farmers and Farm 
Laborers.”” The statement has been made that that project has been 
completed and an appropriate bibliography published. 

Mr. Wetts. That is correct. 
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Mr. MarsHauu. Mr, Wells, you have a project, A-3-2-5, entitled, 







here is at : 
sper “Study of Labor Mobility Within Agricultural and Between Agri- 
sch oy My (ultural_ and Industrial Jobs.” Would you comment on that? 

ao Mr. Weis. Yes. Several years ago, Mr. Chairman, we started 





some studies trying to find out the amount of mobility there is in some 
of these areas that are partly farm, partly industrial. We have, from 
time to time, tried to find out something about what happens in a 
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funds 
1ation 







0 find ; : ; 
ies of A farming area when a large industrial plant comes in, such as at 
le the Paducah, Ky. We cooperated with the Kentucky Experiment 





Station to try to find out how many people went into the plant full 
time, how many went into part-time work and how many stayed full 
time in farming. It is a type of study which did at one time have, 
and I think still has, a considerable interest. In other words, what 
happens in these farming communities when an industrial plant moves 
in? How does it affect the farm people? To what extent do they go 
into full-time industrial employment work, what extent part-time? 
The work was started, Mr. Chairman, I think between World War II 
and the Korean war. Actually it is a project in a field where our 
funds are very limited. 

Mr. MARSHALL. Are you up to date on the data on this particular 
project? 

Mr. Wetus. As I remember, we did some work in California before 
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dies. Korea, and more recently we have been cooperating with work in 
field the University of Kentucky in connection with the plant at Paducah. 
That study, I believe, is now being written up by the Kentucky 
Experiment Station. 
MONTHLY SURVEYS ON STATUS OF FARM POPULATION 
hi Mr. Marsnauu. There is a portion of your work in collaboration 
tural with the Bureau of the Census in the publication of monthly surveys 
dons on the status of farm population. Also on an annual basis this branch 
tors compiles statistical data gathered from a questionnaire mailed to 
60,000 rural people urging the needed cooperation and obtaining 
the information on the numbers of people living on farms in the United 





States. You get something like twelve or fifteen thousand that make 
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responses out of the 60,000 that you mail. Would you commen; 
on that? 

Mr. We ts. Ever since the founding of the Bureau of Agricultura] 
Economics some 30 years ago, Mr. Chairman, we have carried, jp 
the agricultural economics field, current estimates of farm popula. 
tion, a current balance sheet of deaths and births among farm people, 
of migration from farms to cities and towns and migrations from 
cities and towns to farms. In other words, we have always con- 
sidered part of our job was to work with the census and otherwise 
maintain current information on the size and composition of our farm 
population. Every 5 years there is a farm census, and we try, in 
the interim, to maintain current information and to analyze in more 
detail what the census gives us. It helps in answering a great many 
questions and I personally believe is an essential part of our overall 
statistical program. 

Mr. Marsa. Do not the figures you get from the census give 
you the information you need? | 

Mr. Wetts. The census of agriculture, Mr. Chairman, is taken once 
every 5 years and it is quite often 18 to 24 months after that that you 
have the results. So we try to keep current results. One of the 
techniques we have used over the years is the mailed questionnaire. 
If you mail out 50,000 or 60,000 questionnaires there are a great many 
that do not come back, but we do get enough back so that we think 
they are of material use. 


MARKETING RESEARCH AND SERVICE WORK BY CONTRACT 


Mr. MarsHauu. You use some of your appropriated funds to enter 
into research contracts with private organizations. About how much 
money do you use annually on that basis? 

Mr. Wetts. A very considerable sum. I would ask Mr. Trelogan 
to answer that. May I say, though, Mr. Chairman, that our appro- 
priation contains a limitation in which Congress indicates that we 
shall allocate not less than a specified sum for this contract work. 

Will you tell them how much we contracted last year and how much 
it is this year? 

Mr. TreLocan. We actually contracted in 1954 for marketing 
research and service work in the amount of $589,149. We estimate 
that similar contracting this year will be $675,000. This includes 
contracts executed under the supervision of the Farmer Cooperative 
Service. 

Mr. We tts. The proviso in connection with the appropriation runs 
against the Department generally and is divided among the various 
agencies. 

Can you tell us, Mr. Herrell, how much that is? 

Mr. HERRE LL. It is $650,000, insofar as AMS marketing work is 
concerned. The Farmer Cooperative Service has a limitation of 
$25,000 for this purpose. 

Mr. Marsnaty. When you are entering into some of these research 
contracts with some of these companies, sometimes that is done for 
the benefit of one particular company isn’t it? 

Mr. TreLoecan. No, sir; that is never done. We make contracts 
only that we think will be generally beneficial to an industry. 
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Mr. MarsHA.u. Dr. Trelogan, would you comment on the contract 
that you have with the United Fresh Fruit and Vegetable Association 
‘hat began in 1947? 

Mr. TRELOGAN. Yes, sir. 

Mr. MarsHauu. You have continued that contract with them? 

Mr. TreLoean. The contract has been continued. 

Mr. MarsHauu. What is the taxpayer getting in benefits out of 
this particular contract that has run that long? 

Mr. Wetts. May I, Mr. Chairman, since this is essentially a service 
contract, ask Mr. S. R. Smith, Director of the Fruit and Vegetable 
Division, who supervises that, to answer that question? 


CONTRACT FOR IMPROVING THE MERCHANDIZING OF FRUITS AND 
VEGETABLES 


Mr. Smiru. The contract with the United Fresh Fruit and Vege- 
table Association is directed at performing a service in the market- 
ing of fresh fruits and vegetables which we believe is urgently needed. 
We all know that fresh fruits and vegetables are highly perishable; 
that in spite of the best efforts that producers and first-handlers exert 
in preparing the product for market, so frequently the commodity is 
grossly abused at the very last stage in the marketing process which 
contributes to excessive spoilage, runs up the costs of handling the 
produce at retail, results in contributing to a poor product being 
offered to the consumer, and, in turn, contracts the market for the 
farmer. In the interest of stimulating the retailers in conducting the 
handling of fresh fruits and vegetables more effectively and doing a 
good job of merchandising, the Department entered into this contract 
with the United Fresh Fruit and Vegetable Association. Now, that 
contract, as the record shows, was entered into in the latter part of 
1947 after the enactment of the Agricultural Marketing Act of 1946 
which act provided authority for doing this type of work. The au- 
thority did not exist previously. The Department undertook to 
ascertain what agencies or organizations might be interested in per- 
forming this type of service in the marketing field for fresh fruits and 
vegetables. The United Fresh Fruit and Vegetable Association 
was the only organization that exhibited an interest and was in- 
terested in entering into a cooperative arrangement with the Depart- 
ment for the conduct of the work. That organization is, in terms of 
its membership, nationwide and is composed of growers, shippers, 
wholesalers, and terminal market operators. The cost of the pro- 
gram is shared by the association and by the wholesalers through 
whom these training classes for retailers are arranged. As we see it, 
it is offering a service in a field where improvement is badly needed 
and by accomplishing that improvement redounds to the benefit not 
only of the consumer, but the producer as well. 

Mr. Marswa.u. Is that not the same research that you are carrying 
on in other units of the Department, and perhaps you are carrying 
some of it with the funds that have been turned over to the States for 
research work? 

Mr. Smirx. Well, the work that is done under this contract is of a 
service nature and not what would be construed as research as such. 

When the contract was first gotten underway it was an experi- 
mental service project and as the prdgram has gone forward the con- 
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tractor, as well as we in the Department, have learned a great dea] 
about how to do the job of mer chandising fresh fruits and vegetables 
more effectively. So in the regular sense of research, it is not that bu 
is actually offering a service for the improvement of merchandising of 
fresh fruits and vegetables. 

Mr. MarsHatu. This contract has been in effect since 1947 and has 
been renewed on an annual basis? 

Mr. Smirn. Actually the contract as originally entered into was for 
a 4-year period with funds to be used under the contract made available 
on an annual basis. A new contract, for another 4-year term was 
executed in 1951 at the expiration of the first 4 years. 

Mr. MarsHauu. No doubt you have been gathering a considerable 
amount of statistics from this particular contract. Is it resulting ina 
saving to the taxpayer? 

Mr. Smiru. A saving to the taxpayer in the sense that it is definitely 
contributing to a much better job of marketing of fresh fruits and 
vegetables than was true previously. The effect of what is done under 
the project is not confined, as we find it, to merely the retailers and 
wholesalers that actually participate in the training classes, but what 
they put into practice in their stores is reflected in what other retailers 
and wholesalers do. 

During the life of this particular project, work has been done in 
42 States, classes have been conducted in something over 170 different 
cities. ‘The classes conducted in a particular location usually draw 
personnel from retailers from a radius varying from 50 to 250 miles 
so that the one-hundred-and-seventy-odd cities in which the work has 
been conducted is not truly indicative of the coverage that has been 
achieved. Of the actual individual wholesalers trained under the 
program it is upward of 35,000. 

Mr. Marswatu. Well, you have made a fine general statement. 
But could you name one specific practice that has been put into effect 
because of the information gained through the use of this contract 
with United Fruit and Vegetable Association? 

Mr. Smirn. Yes. The training of retailers consists of holding a 
class for 1 full day. The essence of the training course is for those 
who participate to learn by doing. Among the things that they are 
taught, or learn to do in those classes, is how to properly trim and 
display fresh fruits and vegetables, how to take care of them overnight 
if all of what they have on hand is not sold during the day. They 
learn how to display the produce in the most attractive manner. 
Research has shown that a very high percentage of fresh fruits and 
vegetables which the housewife buys when she goes to the grocery 
store is the result of impulse. So a part of the course in the mer- 
chandising of fresh fruits and vegetables is how to effectively display 
a product in order to attract the attention and interest of the housewife 
to the point of actually buying it. The quality of the product, its 
actual condition, and the importance of having available and supplying 
the consumer a quality product are emphasized in the training course 
for retailers. 

Mr. Wetts. May I add a statement? 

Mr. MarsHatu. Yes. 

Mr. We tts. Mr. Chairman, I would like to say a few words about 
this particular activity because of the kind of problem it illustrates. 
Mr. Smith has said that this is a service rather than a research or 
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statistical project. It is a service, if you please, to the people who 
retail fruits and vegetables in grocery stores all over the United States. 

We all know that in the fruit and vegetable field we have some of 
our largest wastes and some of our heaviest marketing costs. The 
handling costs of a product after it leaves the farm, sometimes even 
after it gets to the city where it is sold, is often more than the farmer 
gets. This includes loss through wastage. This contract may seem 
sizable at first glance, but contrasted with the job of merchandising 
fresh fruits and vegetables it is very small indeed. 

This was one of the first contracts the Department entered into after 
the Research and Marketing Act was passed. We have authority 
under this act to write contracts for a 4-year period, and this was a 
4-year contract. At the end of those 4 years a second contract with 
some additional features was written. At the time when we were 
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s ee discussing the reorganization of marketing service this was one of the 
under activities, among others, reviewed by the Assistant Secretary. It is 
3 and anactivity which we feel ought to be strengthened and expanded. It is 
what an activity that a number of State extension services are becoming 





interested in and we do, whenever a training school is held in a particu- 
lar State, see that the State extension service is notified. 

Mr. MarsHauu. Mr. Wells, this committee on innumerable occa- 
sions has expressed the feeling that something should be done to 
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draw narrow the spread between the farmer and the consumer. ‘This 
miles particular phase of your work, as I understand you, is a step in that 
k has direction. Iam interested in this, trying to be a bit realistic about it. 
been You have had this in effect for some time. Has that brought about 
r the any narrowing in the spread between the producer and the consumer 
as a result of the information you found? 

nent. Mr. We ts. In all fairness, Mr. Chairman, I do not think I can 
offect categorically answer the question yes or no. It has helped. 





This project is designed to help through proper preparation and dis- 
play to cut down the wastage. To that extent it does increase 
marketing efficiency and does reduce marketing costs. Secondly, 
we are very much interested in increasing the volume of products 
sold and if you will go into a grocery store where the groceries are 
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and properly taken care of and displayed, you are far more likely to buy. 
right If you go into one where they are not properly taken care of, you will 
They not buy. This is a field where it makes a material difference. 





What I am saying is that this is the kind of project where we realize 













mer. 
and there are problems involved, but at the same time the real question 
ery is: How can we get real marketing services which are useful to con- 
mer- sumers, to farmers and to the trade, and how do we in the Agricultural 
play Marketing Service work with the trade that, after all, carries the 
wife burden of the marketing problem? 
_ its The question raised kes me is not basically on the contract, but 
ving on the work itself. Why do we carry it year after year? It is one 
urse way of attacking a job that needs more emphasis. Some of the State 
agencies are becoming interested. As I understand it, we are billed 
for this work, school by school, and we notify each extension service 
when we go into a State so we do not conflict with any work they may 
rout be doing. It is a kind of job that needs to be done nationally, and it 
tes, is the kind of job that we have to go into. In deciding whether to 
» OF continue this work or not, we have to look at the alternative problems 






that we are facing. Where are the interests that will keep the work 
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going? This contract is with an organization which according to my 

understanding is a nonprofit trade association composed of peopl 

ranging all the way from farmers to wholesalers of fruits and vege. 

re es, people who are themselves interested in helping get the jo} 
one. 

Mr. MarsHat.t. I appreciate, Mr. Wells, your problem in workin 
with some of these things. But it would be much easier for this com. 
mittee if we could pin something down on a little more tangible basis 
than that. In view of the funds expended for this particular purpose 
with this private company, we should be able to show something 
along the line of tangible results. | 

Mr. We tts. I think if Mr. Smith could take you to some of these 
stores where the personnel have been trained as compared to some of 
the stores using the old method, you could see for yourself. 

Mr. MarsnHa.u. That is nice. But competition takes care of that 
problem, does it not, on the part of the merchant? 

Mr. We tts. I think only within limits, Mr. Marshall. This is the 
real question because the Agricultural Marketing Service is working 
with markets within the United States itself. e think there are 
many places where the time-lag between research and its application 
could be shortened. If we can find a way of working with private 
industry that is one way of accomplishing it. I have a further state- 
ment for the record on that subject. 

Mr. Marsa. That will be fine. 

(The matter referred to follows: ) 


UnitTED Srates DEPARTMENT OF AGRICULTURAL—AGRICULTURAL MARKETING 
SERVICE TRAINING WHOLESALERS AND RETAILERS IN THE MERCHAINDISING 
OF FRESH FRUITS AND VEGETABLES UNDER A SERVICE CONTRACT WITH THE 
UnitTeEp FresH FrRuIT AND VEGETABLE ASSOCIATION 


I. DEVELOPMENT OF PROGRAM 


Need.—Due to the highly perishable nature of fresh fruits and vegetables, it is 
important that all segments of the industry exercise great care in handling them, 
This is particularly true at the retail level. Through lack of knwledge on the part 
of retailers, spoilage losses are often extremely high, sales volume low, and margins 
excessive, all of which prove to the disadvantage of the farmer as well as the 
consumer. 

Origin of project and selection of contractor.—In order to meet this need for 
improvement in marketing, the Department under authority of the Agricultural 
Marketing Act of 1946, entered into a 4-year experimental service contract with 
the United Fresh Fruit and Vegetable Association in Octcber 1947. The contract 
provided that the United Fresh Fruit and Vegetable Association would conduct 
courses of instruction for retailers in produce merchandising. The classes were 
to be open without charge to any interested retailer or his employee, the cost 
of the training being shared by the contractor and the Department. A second 
contract incorporating training for wholesalers as well as retailers and extending 
this service work for another 4-year period was entered into in October 1951. 

After consultation with all known organizations which might be able and willing 
to participate in this work including the National Association of Retail Grocers 
as well as trade groups in the fruit and vegetable industry, the United Fresh 
Fruit and Vegetable Association was selected as contractor because of its willing 
ness to participate, its established training division (United Merchandising 
Institute), and its close contact with wholesalers. Additional considerations 
were the fact that the United Fresh Fruit and Vegetable Association is a nonprofit 
organization and that its membership encompasses all segments of the fruit and 
vegetabe industry, including producers, shippers, brokers, wholesalers, an 
jobbers. 
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II, PROGRAM OPERATIONS 


Types of training.—Three types of training are authorized: (a) For retailers and 
their employees, a 1-day course of instruction;.(b) for merchandising .managers 
employed by wholesalers, in conjunction with establishment of merchandising 
departments for wholesalers, a 10-day course of instruction; and (c) for mer- 
chandising assistants employed by wholesalers, a 5-day course of instruction. 
Retail training involves practical, intensive, learning-by-doing instruction in 
retailing methods for the purpose of increasing efficiency of handling, reducing 
waste and spoilage losses, and stimulating sales of fresh fruits and vegetables. 
Two courses of instruction have been developed for retailers: a basic course de- 
signed primarily for clerks and an advanced course primarily for management. 
The subject matter of all courses of instruction must be approved by the 
Department. 

Training of wholesalers’ merchandising managers and assistants involves 
instruction and practice in (a) assisting retailers to adopt improved handling, 
display, and selling practices as a followup of the retailer training program; (6) 
exercising leadership in a continuous program to stimulate retail sales of fresh 
fruits and vegetables; and (c) assisting the buying and selling departments of the 
wholesaler in achieving a high degree of quality control. 

Eligibility for training.—Instruction is available without charge to any retailer 
or retailer’s employee. Subject to prior arrangement with the Department, the 
same instruction is available to members of such public agencies as State and 
Federal extension services, State departments of agriculture and State agricultural 
experiment stations. Merchandising manager instruction is available without 
charge to any candidate offered by a wholesaler provided he is qualified on the 
basis of approved aptitude and personality tests given by the contractor. 
Merchandising assistant instruction is available without charge to any whole- 
saler’s employees in groups of four or more. 

Arrangements for classes and instruction.—Wholesalers, distributors, retailers, 
or retail organizations, or public or private agencies act as local sponsors of train- 
ing. They are responsible, in cooperation with the contractor, for furnishing 
adequate classroom facilities, all equipment and fresh fruits and vegetables for 
use in the training, and for making arrangements for retailers to attend classes. 
Merchandising managers and assistants are trained on the premises of their em- 
ployer because of the need of adapting to his organization and facilities. 

The contractor furnishes qualified, trained instructors and supervisors to con- 
duct the training programs. 

Prior to the inauguration of the training program in any State, the director of 
the State extension service is notified of the plans and invited to participate in 
the program. 

Ill, EVALUATION OF THE PROGRAM 


Studies by the Department to evaluate the merchandising training program 
indicate that responses in terms of increases in sales of fresh fruits and vegetables 
and reductions in waste and spoilage losses, following a retailer’s attendance at 
the classes, are directly related to the number of recommended practices adopted 
and the consistency with which they are followed. 

Illustrative of the concrete results being achieved under this program are those 
shown by a a conducted in eight stores of a voluntary food chain in the 


Washington, D. area. This showed that the store which made the greatest 
improvement in its merchandising and handling practices during the post-training 
period increased sales by more than 50 percent over the pretraining period, while 
the store that made the fewest improvements increased sales by only 5 percent. 
Waste and spoilage losses were reduced by an average of 30 percent during the 
post-training period. This reduction in waste losses is particularly important, 
because it represents a reduction in costs and, thus, enables the retailer to reduce 
his margin. Consumers benefit because the retailer is able to offer better quality 
products at more attractive prices; and producers benefit through increased sales. 

At the close of the first year’s work under the contract, a survey was made of 
all those retailers who had received training to determine the extent to which 
they had adopted merchandising practices recommended in the training course. 
Recommended trimming practices, for example, were reported adopted by 98 
percent, the use of color contrast in displays by 89 percent, the use of mass and 
selective displays by 73 percent, the price marking of all items by 69 percent, and 
the selection of a weekly promotional item by 67 percent. Moreover, more than 
95 percent of the retailers reported that following the training and adoption of 
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recommended practices they were able to increase their sales of fresh fruits ang 
vegetables and reduce waste and spoilage losses. 

While it is possible to get some indication of the effects of this program }, 
analyzing results in a relatively few stores, it is apparent that lasting benefits gry. 
best achieved through promoting a greater degree of cooperation between whole. 
salers, retailers, and other members of the fruit and vegetable industry in mer. 
chandising their products. That this cooperation is being achieved is beg 
attested by the fact that this program has operated in 173 cities located in 49 
States, the District. of Columbia, and the Territory of Hawaii. Moreover, the 
conduct of this work through a service contract with the United Fresh Fruit and 
Vegetable Association has resulted in a degree of trade participation and industry 
financial support that would have been most difficult to attain had the Depari- 
ment or any other public or State agency attempted the program alone. The 
Department’s fruit and vegetable research and marketing advisory com. 
mittees have strongly endorsed this activity and have urged its continuation and 
expansion. 


STATISTICS ON FORESTRY PRODUCTS 


Mr. MarswHauu. Mr. Wells, I have a resolution passed at the Tim- 
ber Marketing Conference at Duluth recently in which they are 
asking that the Agricultural Marketing Service collect prices on rough 
forest products. What facilities do you have available presently for 
that service and is it feasible to expand into that field? 

Mr. We ts. If I remember correctly, and I would ask Mr. Trelogan 
to check with me, at the time the Marketing Act was passed, some 
funds were made available to the Forest Service which has more 
access to the kind of material that we are discussing here, to do some 
experimental work having to do with reporting the forest prices. 

Mr. TreLoaan. We started work on a small scale to explore the 
opportunities for reporting market data in a number of timber- 
marketing areas. The research workers recognized very early that 
there was a problem of relating prices to timber grades. More clearly 
established grades were needed to make the prices meaningful. There 
was also need for more information as to where the products were 
being sold. Local markets consisted of many sawmills and other 
buyers who had to be identified within the areas. So the first ap- 
proach was to try to get this type of information to judge how feasible 
it would be to get representative prices that could be reported. In the 
course of these studies, they compiled information within the areas 
on who had forest products to sell particularly from small farm wood- 
lots, and who was in the market to buy. This was designed to facili- 
tate buying and selling as well as to ascertain points where current 
prices could be checked. During the reorganization of the Depart- 
ment that work was transferred to the Forest Service and they are 
carrying along the accumulation of that background information 11 
the Forest Service. How far they have progressed toward being able 
to initiate any continuing service, I am not able to say. 

Mr. Weuts. Mr. Chairman, the authority for general coordination 
and improvement in statistics is vested in the Administrator of the 
Agricultural Marketing Service. This is a case where the actual col- 
lection of data would be better done through the Forest Service. We 
will, if you wish, check with the Forest Service to see what problems 
would be involved. I think basically it is a question as to whether 
or not the funds would be available over against the question of how 
valuable such a service might be. 


DECREASE FOR INSPECTION OF FRESH FRUITS AND VEGETABLES, POULTRY 
AND EGGS 


Mr. MarsHauu. We have been getting a considerable amount 0! 
correspondence in relation to the decrease in the inspection of fresh 
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iuits and vegetables and poultry and eggs. ‘There was a cut last year 
of $320,000 from the appropriation. W ould you comment on that? 

Mr. Weis. Mr. Chairman, in last year’s budget it was proposed 
that the inspection service for fruits and vegetables and for poultry 
and eggs be made entirely self-supporting, exc ‘ept for the work relating 
to standardization. That recommendation is repeated again in this 
year’s budget. The proposed reduction of $320,000 includes $220,000 
of appropriated funds which now go to support primarily terminal 
market inspection of fresh fruits and vegetables. This inspection is 
not at the shipping point, but at the ter minal point where the fruits 
and vegetables are unloaded. The other $100,000 of this reduction 
would apply to funds which are now appropriated and help support 
the poultry and egg inspection and grading service. It is an effort 
to move further in the direction of making these services self-support- 
ing. As the Secretary explained when he was before the committee, 
it is in line with the provision contained in title V of the Independent 
Offices Appropriation Act of a few years ago which I understand has 
the force of continuing legislation. 

Mr. ANDERSEN. Why is it we have so much mail on this particular 
subject? We seem to receive protests from industry and producers 
all over the United States against this action on the part of the 
budget. To what would you ascribe that general feeling of protest 
against the elimination of this $220,000? 

Mr. Weis. I am not aware of just what your mail consists of 
Mr. Andersen. I would suspect it 1s chiefly in connection with the 
terminal market work on fruits and vegetables. I think the growers 
feel that the terminal inspection of fruits and vegetables is a very 
valuable supplement to the shipping point inspection. You see, the 
shipper has an inspection, but on these products things can happen in 
transit. The inspection at the terminal market point is an insurance 
to the distant shipper that his products are being handled properly 
at the terminal market. 

Mr. ANDERSEN. Mr. Chairman, I do not know of a subject last 
spring that brought me more protest through the mail from all over 
the United States than did this one particular proposal, the same 
proposal, to eliminate these funds. I am now seeing a repetition of 
that in my mail recently. I presume you are, too. 

Mr. Marsuatu. The same thing. 

Mr. ANDERSEN. If that is the case, it seems to me that if we decide 
our opinion relative to these questions along the line of what the 
grass roots seem to feel, we would have to reinstate the $220,000. 

Mr. Wetus. Mr. Andersen, I am sure the fruit and vegetable 
people think this is a very valuable service. T hey evidently feel 
that this is a service to which the Government might contribute 
something and they have told us also that they prefer not to see the 
fees raised. On the other hand, many of our inspection services are 
essentially self-supporting. In the case of shipping-point inspection 
of fruits and vegetables I believe, Mr. Herrell, that is entirely self- 
supporting? 

Mr. Herrewu. That is right. 

Mr. WE Ls. Poultry inspection is now over 95 percent self-support- 
ing and, as a sizable overall operation is involved, the impact on fees 
will not be as great proportionately. It is the terminal market work 
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on fruits and vegetables on which the impact on the level of fees wij 
be the greatest. Mr. Lennartson, do you know how much? 

Mr. Lennartson. It requires about a 30-percent increase in fees, 
roughly from $9 to $12 in costs. 

Mr. ANDERSEN. That would fall mostly on the producer, would it 
not? 

Mr. Lennartson. It would tend to fall on the shipper of the 
product because he is the one seeking the protection and wants assur- 
ance against any controversy on quality of product at the receiving 
point. 

Mr. ANDERSEN. Thank you, Mr. Chairman. 


MARKETING RESEARCH AND SERVICE 


Amounts available for obligation 


1954 actual | 1955 estimate | 1956 estimate 


| 
ec 


Appropriation or estimate - _ .-- : i $21, 790, 500 $22, 396, 000 
Reimburserrents from non-Fed : | 336, 400 348, 900 
Reimbursements from other accounts: 
Commodity Credit Corporation. -.-..................-..-- : 1, 581,000 1, 645, 000 
Other... idGiobtetlecahl 198, 100 221, 600 
Obligations incurred -_.-_- 23, 906, 000 24, 611, 500 
Comparative transfer from— 
“Research and development, Army”: Direct appropria- 
inks n-secseese 
“Agricultural Marketing Act, Agriculture”’: 
Direct appropriation__- 3, 385, 015 | 
Reimbursements from non-Federal sources 452 
Reimbursements from other accounts 62, 379 
“Salaries and expenses, Bureau of Agricultural Eco- 
nomics’’: 
Direct appropriation 4, 333, 524 
Reimbursements from non-Federal sources....._..-..-- 5, 110 | 
Reimbursements from other accounts 14, 805 
“Salaries an | expenses, Bureau of Entomology and Plant 
Quarantine, Agricultural Research Administration’: | 
Direci appropriation.-___.-__-.-.- ; 158, 066 | ._-- 
“Salaries and expenses, Bureau of Plant Industry, Soils, | 
and Agricultural Engineering, Agricultural Research 
Administration”’: 
Direct appropriation 454, 829 | __- 
Reimbursements from non-Federal sources..__....__-- 15 | 
Reimbursements from ot’ er accounts 2,000 |- 








“Salaries and expenses, Marketing services, Production 
and Marketing A‘iministration’’: 
Direct appropriation i 11, 452, 521 is 
Reimbursements from non-Federal sources BE OeF awk ands leith. taddees 
Reimbursements from ot*er accounts: | 
Commo ity Credit Corporation... .-.......-..-- eh Pee 
Other_.____- 197, 744 | 
Comparative transfer to ‘‘Salaries and expenes, Office of Infor- | 
mation, Agricujture”’ —4, 160 | 





caigiharontiaiete leusitanngites 
Total obligations -_- 21, 575, 792 23, 914, 000 | 24, 611, 500 





Nore.—Reimbursements from non-Federal sources above are from cooperating States, county, loca! and 
private agricultural marketing agencies (5 U. 8. C. 563, 564): from States, municipalities, persons or licensed 
tobacco inspectors for services ren lered (7 U. 8. C. 51le); from proceeds of sale of personal property (40 
U. 8. C. 481 (c)); and from sale of charts (7 U. 8, C, 1387), 
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eS will 


Obligations by activities 


— | 
1954 actual | 1955 estimate | 1956 estimate 
' | 


n fees, Description 


oul d it Direct Obligations 

|, Marketing research and agricultural estimates: 
(a) Marketing research 
(b) Economie and statistical analysis 
(c) Crop and livestock estimates 


Subtotal 


of the 
&ssur- 
eiving 

. Marketing services: 


(a) Market news service 
(b) ee grading and classing, and standardiza- 


(c) Freight rate services 

(d) Regulatory activities 

(e) Administration and coordination of State payments - 
3, Obligations under reimbursement from non-Federal sources - 


Total direct obligations 


estimate 
LT 


2, 396, 000 
348, 900 


Obligations Payable Out of Reimbursements From Commodity 
Credit Corporation 


5 2, Marketing services: 
1, 645, 000 (6) Inspection, grading and classing, and standardiza- 
221, 600 


4, 611, 500 Obligations Payable Out of Reimbursements From Other Accounts 


1, Marketing research and agricultural estimates: 
(a2) Marketing research _- 
(6) Economie and statistical analysis 


(c) Crop and livestock estimates 


2. Marketing services: 
(2) Market news service 
(b) Inspection, grading and classing, and standardiza- 


Subtotal 


Total obligations payable out of reimbursements 
from other accounts 


Total obligations 


611, 500 


cal and 
icensed 
rty (40 


3, 677, 596 
8, 424, 699 | 


3, 399, 294 
6, 223, 386 | 
155, 074 


1, 560, 676 
28, 529 


11, 366, 959 
240, 174 


| 
| 
| 


111, 
024, 


1 
087, 
10, 223, 


$5, 
4 


200 
200 
600 | 
000 | 


3, 528, 000 


6, 322, 000 
161, 000 

1, 514, 500 
50, 000 


11, 575, 500 | 
336, 400 | 


$5, 469, 200 
1, 309, 200 
4, 202, 600 


10, 981, 000 


3, 653, 000 


6, 002, 000 
161, 000 

1, 549, 000 
50, 000 


11, 415, 000 
348, 900 








20, 031, 832 





1, 267, 032 


22, 134, 900 | 


22, 744, 900 


1, 645, 000 





64, 389 
381 
14, 414 


79, 184 


10, 000 
2, 900 
16, 000 





48, 421 
149, 323 
197, 744 


168, 
169, 








276, 928 
21, 575, 792 





198, 100 


23, 914, 000 


221, 600 
24, 611, 500 
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Oreipaiinns by eapaste: 


Object classification 1954 actual | 1955 estimate | 1956 estima; 


Summary of Personnel Services 


Total number of permanent positions... ...-- 
Full-time equivalent of all other positions__-- 
Average number of all employees. -....-._- 
Number of employees at end of year 


| 
AGRICULTURAL MARKETING SERVICE 


Average salaries and grades: 
General schedule grades: 
A Vertes GRIND = .....<......-- cacaatas ‘ ~ $4,921 
ORO iin. oso tdindidah den ncdecccs edna GS-7.1 
Personal service obligations: c | 
Permanent positions_.-- . $15, 540,513 | $16, 945, 686 $17, 159, 788 
Positions other than permanent_............._...---- : 524, 226 560, 198 | 682. 058 
Regular pay in excess of 52-week base 53, 678 57, 449 59. ; 
Payment above basic rates.................-......- satin ee 38, 524 32, 257 & 32, 457 








Total personal service obligations ba _16, 156, 9 941 17, 596, 590 | | 17, 933, 6 
Direct Obligations | | 

Personal services_.-_....--- ee 15, 002, 633 16, 238, 290 
Travel... Witt abbabdcondyasiennknpawe 879, 363 1, 083, 900 
229, 988 248, 400 
‘ccneheniiahion MNS Sigh Kihindiarsdacoosasescescnnnasl 1, 473, 451 1, 653, 400 
NE ae ee 194, 582 237, 900 
Printing and reproduction 380, 595 454, 100 
Other contractual services_ - --- bbe Acean nae eueet 745, 296 | 916, 100 
Services performed by other agencies. : bist 145, 000 149, 500 
TINS Cais ietie deliincwnintineis oncenssedsseas $427, 078 $437, 000 
Equipment 231, 493 264, 300 
Refunds, awards, and indemnities-_-....____-- 572 1, 800 
pe ee ee : 34, 660° 48, 900 
Subtotal cecal a 711 21, 733, 590 
Deduct charges for quarters and subsistence---.-........---.--| 270 270 | 


Total direct obligations.-............- dccathen beastin tate 19, 744, 441 _ 21, 1733, 320 | 22, 329. 3 


Obligations Payable Out of Reimbursements From Commodity 
Credit Corporation 


De aaa ais siti tick cccencnae Sen eR Kein 962, 102 | 
02 y e- 77,010 126, 100 
ec I So nerccnceacimeccccecesconessaces 68, 735 64, 500 
EE Ce ene 34, 465 | 78, 800 | 
05 Rents and utility services 29, 610 32, 900 | 
06 Printing and reproduction : 17,910 18, 100 | 
O7 Other comtractual eerviows.....................2222.....-.. 12, 720 13, 500 
OS ee Ie Sine on sik cnn nccceccenscncescces - 41,710 35, 800 
09 Equipment 17,415 6, 500 
15 Tasepend assessmoents.....................- acti iid cibimretgiee 5, 355 | 7, 100 
Total obligations payable out of reimbursements from 
Commodity Credit Corporation 1, 267, 032 1, 581, 000 





Obligations Payable Out of Reimburséments From Other 
Accounts 

UN nd nad cdaminkagwes danas ed cddbiceansneh 192, 206 , 176, 00 
Travel 15, 146 10, 10 
Transportation of things..-...........__- ; 8, 382 i 9, 00 
Communication services 30, 390 ; 11, 000 
Rents and utility services . 8, 940 3, 4, 200 
Printing and reproduction 3, 320 | 2, 800 
Other comtractunl serviees................................. 1, 460 300 | 

Services performed by other agencies._..-............- 5, 458 
Supplies and materials_______.__.__- pembingeckatdinnéeaeebeat 8, 850 | 
Equipment_ : 2, 102 | 
Taxes and assessments 674 





Total obligations payable out of reimbursements from | 
tah dcnintiearitnintincaccickes aétrnuddis Katee 276, 928 198, 100 221, 600 

















Total obligations ...-| 21,288,401 | 23,512,420 | 24, 195, 92 


\ 














— 


6 estimar, 


17, 159, 788 
682, ONS 

59, 387 

82, 457 

17, 933, 690 


16, 512, 790 





237, 700 
462, 800 
990, 10¢ 
230, 000 
$450, 400 
279, 600 
1, 800 
54, 300 


2, 329, 5%) 


97 
2iU 





1, 244, 900 
140, 200 
64, 500 
79, 700 
33, 800 
18, 100 
14, 500 
35, 700 

6, 500 

7, 10 


1, 645, 000 


176, 00 
10, 10 
9, 000 
11, 000 
4, 200 


221, 600 





5, 920 
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Obligations by objects—Continued 






Object classification | 1954 actual | 1955 estimate | 1956 estimate 










ALLOCATION TO AGRICULTURAL RESEARCH SERVICE 











Total number of permanent positions--_------ enue : 10 12 12 
fyll-time equivalent of all other positions...-..........--- 3 3 
,yerage number of all employees. --__-_----.---- 7 14 14 
Number of employees at end of year--.-_---- Se akaiesee dade 10 12 2 
,yerage salaries and grades: | 
General schedule grades: 
A VORSMIIEIINY «5 oc. Sooo Aden sone OS $4, 523 | $4, 621 $4, 621 
Average grade_____- Beh hdiinn Ries ; ; 3S-6.5 | GS-7. 7.2 










Personal services: 




















hho cnc non bbnnitenemeniee $33, 422 $53, 169 $53, 169 
Postions other than permanent-_---_-.-..-......---- | 603 | 8, 600 8, 600 
Regular pay in excess of 52-week base-_-__---.-.-.- = 149 191 | 191 
Payment above basic rates..............-------- = 163 120 120 
Tote pereemnl Ger VIOUE..... . o0.6.4<...2<<..--<s- whi’ 34, 337 62, 080 62, 080 

8 Travel. cscacncase Rein ahd: eich dhe cnt tegen Aids nate es bance head 1, 255 1, 600 | 1, 600 
« Communication serviees... o-oo. ...-2................ ei istamitheein eae 100 | 100 
Printing and reproduction _--_-_-_~_- a =e | 118 200 | 200 
(7 Other contractual services ---__- Se eee eee te 371 | 1,000 | 1, 000 
Services performed by other agencies___._.........-- 1, 962 | 5, 100 | 5, 100 

& Supplies and materials__.._-....-..-- Jaa calnebcinieueaaaiad 12, 986 | 17, 300 | 20, 300 
9 Equipment. --.....-- Nis te DSS citar kate tiriciontinsican etna 2, 224 | 4, 600 | 1, 600 
10 Lands and structures. -._....--.--- ; Sa ee etal eed | MO Sich icici en . 
AE RRs CI SI cin dln lk sc cede cmnacncanncaccocucl 164 | 600 | 600 





eat Ciacci a ton eaeenncwakie | 





ALLOCATION TO FARMER COOPERATIVE SERVICE 










HIGAN LIBRARIES 


Total number of positions___- bd ee Radepminasines ba 38 46 | 46 
{verage number of all employees- -___- ioe , wl 26 | 2 | 43 
Number of employees at end of year______- 28 | 42 42 





Average salaries and grades: 
General schedule grades: | 
Average salary -__- Carcen nen geleee al $5, 706 | $5, 461 $5, 528 
Average grade- --- : iS ; 











Personal services: 












Permanent positions__- ; ' ; -| $154, 555 $232, 000 | 245, 000 

Regular pay in excess of 52-week base__-__._-_-_-.._._- 594 | 900 | 900 

Total personal services_.--_-_-- has ; | 155, 149 | 232, 900 | 245, 900 

OS Travel Gee) coven Ak iets ial 13, 313 | 24, 000 | 23, 900 

Oe TRI I oe on i deiwnnneceuensun 49 | 600 | 600 

(4 Communication services. __-_- ; gabon aaaee _| 35 | 6, 800 | 6, 800 
05 Rents and utility services_._.........-_.--_-_-- ‘ imincats 9 













06 Printing and reproduction _____- oe ‘ cael 7,231 | = 16, 200 | 16, 200 
I } 
| 









(7 Other contractual services -- - --- - 57, 717 25, 700 26, 800 
(8 Supplies and materials_- . : o> wena 1, 800 | 1, 800 
Boulos... Tigi Mid hase ee ates Re oa 700 | 700 
li Taxes and assessments.____- a oe ae ; ‘ 300 300 











PURE NIG in s6 wna bnetddancnbenessbe ce piesa el 233, 503 309, 000 | 323, 000 
















SUMMARY | 






Summary of Personal Services 







Total number of permanent positions__..-* -.____-- 3, 859 4, 124 | 4, 184 
Full-time equivalent of all other positions___-_-_- a aa 188 205 246 
(verage number of all employees__---------- 3, 331 3, 628 3, 741 
Number of employees at end of year_.-__-- ii ile 3, 278 3, 450 | 3, 501 
















\verage salaries and grades: 
General schedule grades: 
Ry Se 
AVORGMO GIGS. . ..2665000.2-:5 eae 






Personal service obligations: 






Permanent positions__-_.-.---- feveie secon sk ; é $15, 728, 490 $17, 230,855 | $17, 457, 957 
Positions other than permanent_. Saiaie 524, 829 568, 798 690, 658 
Regular pay in excess of 52-week base -_--__-- 54, 421 58, 540 | 60, 478 
Payment above basic rates..........--.-.-------- ; 38, 687 32, 377 | 32, 577 









Total personal service obligations. - A an 16, 346, 427 17, 890, 570 | 


18, 241, 670 






58682—55—pt. 33 


1040 


Obligations by objects—Continued 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


pseasiatsinsamncreweshaismeueioel ioisnssiomebisiuensonsthanoiencnsasaentaieetes 


—— se] 


SUMMARY —continued ju 


Direct Obligations 
I IR 5 iit nie sctadedknedustseecanapeens $15, 192,119 | $16, 533, 270 $16, 820, 7 
Travel 893, 931 1, 109, 500 1, 208 % 
IRR es a. cca nnnceccceccccassnccces 230, 037 249, 000 254 5 
Communication services. .-........------------ wamitonna ; 1, 473, 486 1, 660, 300 1, 680, 4 
a ns i cksiaetcawenes sucmuataten 194, 591 237, 900 237. 7 —— 
Printing and reproduction 387, 944 470, 500 479, ¥ 
Other contractual services 803, 384 942, 800 , O17, 900 
Services performed by other agencies _ 146, 962 154, 600 235, 100 
Supplies and materials 440, 064 456, 100 472. 50 
Equipment 233, 717 281, oN 
a OE NO 25) dvnceccddnsetecssaeneiesses 471 ‘ae 
13 Refunds, awards, and indemnities 572 1 Ap 
TS “ERIN NG GIN hide 3 nn nn ccencctassnasecscess 34, 824 55, 20 ‘AC 





eeeaeenee —_——_ | —“~ e 
Subtotal 20, 032, 102 22, 135, 170 22, 745, 170 I 
Deduct charges for quarters and subsistence 270 270 on Ac 





eretiap iettmemntneninesiin al 4 


ee ee Pe ttrtsctiicncugececnenustuocsetses 20, 031, 832. 22, 134, 900 22, 744, 00 t 


Obligations Payable Out of Reimbursements From Commodity aa 
Credit Corporation Bt 


Personal services 1, 244, 0) 
eel Lae cnn seks dicen ebb anbaeee ea 140, 0 
Transportation of things 7 64, 00 =~ 
Communication services . 79, 70 
Rents and utility services 33, & 
Printing and reproduction . 18, 10 
Other contractual services 14, 500 M 
Supplies and materials ; 35, 700 ‘ 
Equipment 6, 500 
Taxes and assessments 7,10 


SBSSSRRLEEE 


Total obligations payable out of reimbursements from 
Commodity Credit Corporation 1, 645, 0 


Obligations Payable Out of Reimbursements From Other Accounts 


01 Personal services $176, 00 


10, 10 


Transportation of things 
Communication services 
Rents and utility services __ 
Printing and reproduction 
Other contractual services 
Services performed by other agencies 
Supplies and materials 
Equipment 
Taxes and assessments 


on ms £9 00 88 00 on 8S 
sesssse 


e828 GRREBE 
peers 
> 


a 
a 


Total obligations payable out of reimbursements from 
other accounts 


Total obligations 


Analysis of expenditures 





1954 actual | 1955 estimate es 


Obligated balance brought forward $2, 790, 500 
Obligations incurred during the year 24, 611, 50 

27, 402, 00 
Reimbursements —2, 218, Sil 
Obligated balance carried forward —3, 286, 5 


Total expenditures . 21, 900, 0 


Expenditures are distributed as follows: 
Out of current authorizations Ut 
ae Oe er Ea oii 6 Fa ccncsccccntacccndolacssncstccedh Kctdeltaiat, dade 2, 400, 00 


19, 500, 00) 





1, 645, 00 


$176, 000 


6 estimate 
$2, 790, 500 
24, 611, 50 


27, 402, 00 


—2 215, 0 
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SUMMARY JUSTIFICATION DATA 


Mr. MarsHatut. We will take up now “Marketing research and 


service” 
justifications. 


and will insert at this point pages 


(The pages referred to follow:) 


Appropriation Act, 1955... .............---.--------.---.---- 
Activities transferred in the 1956 estimates to ‘‘Salaries and | 


Marketing research and service 


| Marketing | 
| research and | 
| agricultural | 
estimates | 


$10, 215, 000 


expenses, Office of Information, Agriculture’’ for news-type 
photographic oe , OE ERS Ee ee eae 

Activities transferred in the 1956 estimates from “Research 

and development, Army’”’ for investigations on insect infesta- 
tions of fibers, fabrics, and subsistence items 


i ico tes otkrcsnasacccmacdccactceness 


Budget estimate, 1956 


Increase or decrease 


_| 10, 223, 000 | 
10, 981,000 | 


Marketing 
services 


$11, 575, 500 


ll, 575, 500 | 
11, 415, 000 


6 through 10 of the 


21, 790, 500 


— 4, 000 


+12, 000 
21, 798, 500 
22, 396, 000 





| +758, 00 | 


—160, 500 | 


Summary of increases and decreases, 1956 


Marketing research and agricultural estimates: 


For additional marketing research 


+597, 500 


+ $358, 000 


For revision and improvement of farmer- expenditure estimates 
used in calculating the parity index_____._...._......____- 

For accelerating the work of improving the accuracy of crop and 
livestock estimating methods 


Subtotal 


Marketing services: 


To strengthen and improve the market new 8 service 
Decrease in —s inspection and grading of fresh fruits 


and vegetabl 


+285, 000 
+115, 000 


and poultry and eggs, to be offset by increas- 


ing fees to place the work on a completely self-supporting 


For strengthening the supervision of federally licensed ware- 


houses 


Project statement 


+758, 000 


+34, 500 





Project 


—_—— 


1, Marketing research and agricultural estimates: 


(a) Marketing research: 


(1) Market development- _-.-.-- 
(2) Market organization and costs. 


(3) Improving and evaluating product | 


quality __- 


(4) Market transportation and facil- 


ities. __- 


Total, marketing research 


)*Economic and statistical] analysis: 


(1) Price, supply, 
(2) Farm income. 


and consumption 


(3) Farm population 


Total, economic and statistical 


analysis. 


1954 


| 1955 (esti- 
| mated) 


Increases 0 
| decreases 


r| 1956 (esti- 
mated) 





$402, 306 | 
1, 365, 119 | 
| 


1,221,900 | 1, 628, 600 


894, 928 | 
| - 3, 884, 253 | 


$699, 000 
1, 570, 600 


1, 213, 000 | 
5,111, 200 


+83, 000 
+75, 000 
+65, 000 


+$135, 000 


+358, 000 


$834, 000 
1, 653, 600 
1, 703, 600 
| 1, 278, 000 


5, 4689, 200 





575, 502 
111, 036 


882, 850 | 


627, 000 

221, 000 
; 176,312 | 176, 200 

| 

~ is 


"$285, 000 





627, 000 
506, 000 
176, 200 





1, 309, 200 
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Project 


ie 
Continued 
(c) Crop and livestock estimates: 
(1) Field crop estimates and reports 
(2) Fruit, nut, and vegetable estimates 
and reports. . 
(3) Livestock 
and reports. - 
(4) Dairy estimates and reports 
(5) Agrie™'tural price estimates 
repo. ts 
Farm surveys and 
estimates and reports_- 
(7) Cold storage reports 


(6) 


Total, 
mates 


Total, marketing research 
agricultural estimates 


and 


9 


2. Marketing services: 
(a) Market news service: 

1) Cotton and cottonseed 
2) Dairy and poultry products_____-- 
(3) Fruits and vegetables-_- 
(4) Grain, hay, feed, ete 
(5) Leased wire service. ___ 
(6) eee meats and wool.. 
(7) Naval stores_ 
(8) Tobacco 


Total, market news service _ - 


| 
(b) Inspection, grading and classing and stand- | 


ardization: 
(1) Cotton and cottonseed __.- 
(2) Dairy and poultry products 
(3) Fruits and vegetables_- 
(4) 


(5) 
(6) 
(7) 
(8) 


Act) - 
Livestock, meats and wool.- 
Naval stores. 
Rice, hay, t beans, ete. 
Tobacco - - 


Total, inspection, grading, clas- 


sing, and standardization 
(c) Freight rate services sane. 


(d) Regulatory activities: 
(1) ) oo Seed Act 
(2) Naval stores and tobacco export 
permits _- 
(3) Packers and Stocky ards Act. 
(4) Standard Container Acts_--_- 
(5) Warehouse Act 


Total, regulatory activities 
(e) Administration and coordination of State 
payments 


Total, marketing services-__------ 
Total available or estimate..........--- 


Transfers in 1956 estimates from ‘Research and de- 
velopment, Army’”’.- 
Transfers in 1955 estimates from: 
“Agricultural Marketing Act, Agriculture’’___- 


Economics”’ 

“Salaries and expenses, Bureau of ‘Entomology 
and Plant Quarantine, Agricultural Research 
Administration”’ 

“Salaries and expenses, Bureau of Plant Industry, 
Soils, and Agricultural Engineering, Agricul- 
tural Research Administration” -__ - 

‘Salaries and expenses, Marketing Services, Pro- 
duction and Marketing Administration” 

Transfer in 1956 estimates to ‘“‘Salaries and expenses, 
Office of Information, Agriculture”’ 


Total appropriation or estimate 


and poultry estimates | 


employment | 


crop and livestock esti- | 


Grain (including Grain Standards | 


“Salaries and expenses, Bureau of Agricultural | 


| 
| 


Marketing research and agricultural estimates— 


| 
| 


| 


and | 





1954 


$1, 139, 
583, 617 


769, 7: 
418, 4 


Project statement—Continued 


1955 (esti- {Increases or] 1956 (esti. 


mated) 


| $1,291,400 
639, 600 | 


935, 
439, 


600 | 
100 | 


638, 700 | 


400 | 
800 


81, 
61, 


4, 087, 600 


| decreases 


+$52, 000 | 
+8, 000 | 


+19, 000 | 
+7, 000 | 
} 


4-25, 000 


25, 00 | 
iyi! 


Mated 


$1, 343, 40 
O47, 6 


04, 6K 
440, 10 


663, 700 
85, 400) 


61, 800 


4, 202, 600 








| 
379, 237 | 


600, 766 
970, 901 
155, 091 
259, 369 
842, 386 


21, 211 | 


170, 333 


10, , 223, 000 | 


359, 000 
651, 000 | 
1, 007, 000 | 
162, 000 | 
277, 700 | 
872, 300 | 

21, 000 

| 178, 000 | 


_+, ooo | 


_ +758, 000 =: 


ta 


= 800 | 
500 | 
$21, 200 | 
+9, 500 | 
+5, 000 | 
a 


oubtiaamal 





3, 399, 294 | 





2, 083, 967 


208, 927 | 
601, 858 | 


1, 454, 299 
126, 310 
34,013 
120, 088 
1, 593, 924 


6, 223, 386 
155, 074 


253, 569 
8, 120 


650, 604 
10, 481 


637, 902 | 


1, 560, 676 
28, 529° 


3, 528, 000, | 
2, 271, 000 


196, 500 
541, 500 


a, 
111, 700 
35, 400 
55, 900 


6, 322, 000 
161,000 | 


237, 000 
8, 600 


| 10, 500 
638, 400 


1, 514, 500 | 
50, 000. 


[oie |... 


620,000 |_..---__- 


_ Tio 


ol 

—100, 000 | 
—220, 000 | 
| 


543, 200 | _- 


—320, 000 


10, 981, 000 


359, 000 
667, 80 
1, 079, 500 
183, 200 
287, 200 
877, 300 
21,000 
1%, 000 


3,05 3,000 


2, 271, = 
06, 5 
321, = 


1, 543, 200 
111, 700 
35, 400 
55, 900 
1, 566, 800 


6, 002, 00 
161, 000 


237, 00 


8, 600 
620, 000 
10, 50 
672, 90 


, 549, 000 


50, 000 








~4 1, 366, 959 


il, 575, 500 | 


~ 11, 415,000 








19, 791, 658 


—3, 385, O15 


—4, 333, 524 | 


—158, 066 | 


— 454, 829 


| —11, 452, 521 


+4, 160 
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Mr. MarsHauu. Mr. Wells, did you have a general statement 
ore along this line that you wish to make at this point? ? 
156 (eat Mr. Weis. Mr. Chairman, I have some notes on each of the 
mated) appropriation items. Last year we inserted those notes in the record 
~~— ff and I asked the person in charge of the work to make a brief state- 
ment. Mr. Treegen is the Director of the Marketing Research 
Division, and we will do whatever is your pleasure. 

Mr. Wuirren. You may proceed. 

























1, 343, 40 
647, 600 


ae INCREASE FOR MARKETING RESEARCH 
, 100 


663, 70n Mr. Weis. Mr. Chairman, suggestion has been made that we 
85, 400 start on marketing research. Mr. Trelogan, who is the Director of 
"80 Tl the Marketing Research Division is here and I would suggest that 
some fy te make a brief opening statement and answer such questions as you 
== §@ may have. 
©. 981, 00 Mr. Waitren. You might go ahead, Mr. Trelogan. 
—— Mr. Trevoaan. Thank you. 
The budget for 1956 proposes an increase of $358,000 for marketing 
tora! Mi research. ‘This is in addition to $5,111,200 available for marketing 
1, 079, 500 research in the current fiscal year. 

183, 200 7 ° e Y ° . 

287, 20 Following the Advisory Committee meetings held last year, we 

ae MM estimated the probable additional cost during 1956 of carrying out all 
_ 1800 HH the recommendations for new or expanded work. It added up to 
3, 653,00 J approximately $4,800,000. In addition, our research staff requested 
——= fj consideration of research proposals not supported by Advisory Com- 
mittee recommendations which would cost another $450,000 during. 
“ces fe 1956. Thus, the total proposals presented for new or expanded work 
would cost well over $5 million. 

Of this amount, we determined that provision could probably be 
5,40 f/ made for undertaking $1,875,000 of the work at the current rate of 
1,560) [a @ppropriation. Part of this will come from the increased appropria- 
tions granted for this year and part from the diversion of ones from 
6, i : projects to be completed during this and the next fiscal yea 

We feel that the new work that can be undertaken with the budget 
request is sufficiently important to fully warrant a $358,000 increase. 
It represents a selection of less than 10 percent of the $3,375,000 of 
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237, 000 


8, 600 
oon Ma Tecommended work that cannot be provided at our current rate of 
Pf appropriation. 


The specific items for which the funds would be used are indicated 
on pages 10, 11, and 12 of the written justifications. With your 
0.0 HM permission, I would like to report briefly on what we have been doing. 
11, 415, 00 Mr. Wurrren. We w ould be glad to have you do so. Give partic- 
», 30,00 fe ular attention to what is being dropped—that is, the decreases and 
=== §@ increases which you request in ‘the budget. 

Mr. TreLocan. The aggregate of the decrease? 

Mr. Wutrren. No, I would like to have you point out wherein you 
are Pag sry the budget and where the increases will be. 

TRELOGAN. Yes. 
Thas far, during the course of this fiscal year we have encountered 


several problems of an emergency nature which we felt merited atten- 
tion, even though they were not included in our budget presentation 
before you a year ago. We did not anticipate these problems, so it was 
hecessary to depart from our intended program to divert men and 
facilities to undertake the jobs. 
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KHAPRA BEETLE 


The problems involved, first, the Khapra beetle. Here. is , 
mounted specimen of the beetle that you might care to look at. This 
is a devastating consumer of stored grain. It was reeognized for 
the first time in California just about a year ago. The insect evidently 
has been in this country for some time, but it had not been recognized, 
It is closely related to the carpet beetle and is difficult to distinguish 
from the Trogoderma Versicolor found in dried milk. By the time 
it was recognized and a survey made of its incidence, it had spread to 
Arizona and New Mexico. Thus far we have ascertained that it js 
infesting over 80 grain or feed houses. We have joined with the 
western experiment stations and the regulatory agencies in the 
Western States to try to stem the spread of this beetle. There has 
not been time to take on any thorough studies of control or elimina- 
tion. Reliance has had to be placed on acquired know-how and on 


‘literature from other parts of the world where it is a well-known 


serious scourge. We have set up a laboratory at Mesa, Ariz., asa 
base of operations and are cooperating with these other agencies in 
trying to take such measures as are possible at this time to control the 
insect. 

The Khapra beetle must be regarded, from what we know of it, asa 
dire threat. It is a voracious pest with many unique habits that 
make it hard to handle. It occurs only in stored grain products. 
It does not occur in the fields and its habits are such that normal 
insecticides or procedures of fumigation do not seem to be effective. 

Mr. Wuitten. What is the estimate of the annual damage? 

Mr. TRELOGAN. It is very difficult to ascertain, Mr. Chairman, 
because we do not know all the commodities it will attack vet. We 
know it particularly likes barley and most other grains and feeds. 
We also know that in other parts of the world it will spread to other 
commodities. 

Mr. Wurrtren. I meant what is the current damage? That isa 
broad field, but you are working on this project. It is a major problem 
or minor problem? 

Mr. TreLoGAN. It is major in the houses where it is established. 
This insect reproduces so rapidly that within a matter of 6 weeks or 
so, it can practically ruin a bin of grain. 

Mr. Wuittren. Over how widespread an area? 

Mr. Wetts. Mr. Chairman, it has been recognized in California, 
Arizona, and New Mexico. The spread at the present time is not 
wide in the sense of large damages. On the other hand, the regulatory 
people in the Agricultural Research Service, the research men in State 
experiment stations, and our scientists who work on stored-product 
insects are greatly concerned with this. As I understand it, this is 
essentially a warm-weather insect and should it escape from the 
mountains into the southwestern grain areas the damage could be 
very great indeed. The problem here is not the damage it is now 
doing, but the potential damage if we are unable to stop it. 

Mr. Wurrren. Of course, there were two things I was interested i, 
how prevalent it is now and also the potentialities or the threat. 

Mr. We ts. It is not yet in our major grain areas, and we do not 
want it to get there. 
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Mr. TRELOGAN. One of the real current problems is how to handle 
quarantines that are being invoked because that is disturbing the 
commerce of the area. 

CHEESE MITES 


The second item of this sort that we have dealt with this year has 
to do with cheese mites. The need was brought to our attention in 
your committee report last year. We placed a man at Madison, Wis., 
and have given him supporting help and materials to work coopera- 
tively with the University of Wisconsin on this problem. I just want 
to report that the work is progressing. We think it has promise of 
success. 

DRIED-FRUIT INSECTS 


Another item of comparable nature concerns dried-fruit insects. 
Infestations of dried fruits by insects have attracted the attention of 
the Food and Drug Administration during the past year. The first 
important phase of the problem is presented by the raisin moth, 
which occurs in the grapes as they come to the sun-drying areas. 
After the raisins are dried, insect fragments remain. The problem 
also involves the sawtooth grain beetle and the Indian meal moth 
which occur in the dried fruits themselves. 

The industry urgently requested help to cope with these insects. 
Fortunately we had enough background research and information to 
draw upon to help with an immediate program for elimination or 
control. We have shifted our entire staff of the Fresno station to the 
job and have also sent our leading expert in stored product insects 


to direct the launching of measures that had to be taken. I can 
report, and the industry so substantiates, that our joint efforts are 
meeting with success in taking care of the situation. 


MOVEMENT OF MILK 


On the economic side, we have undertaken an unscheduled job of 
studying the regulations affecting the movement and merchandising 
of milk. As the Department participated in efforts to expand the 
consumption of milk as a means of alleviating the general dairy prob- 
lm, the Secretary of Agriculture became aware of a widespread 
feeling that the flow of milk to consuming areas was restricted to the 
point that this approach might not be feasible. We were asked to 
obtain information with regard to this question and a sizable study 
is underway to obtain as much information as possible within a short 
time. 

MARKET DEVELOPMENT 


As indicated in the written justification on page 7, our marketing 
research is presented in four major categories. Several of the accom- 
plishments and the plans in each of these areas may be of interest to 
you. First listed is market development. 

In the area of market development we published a report on the 
use of fats and oils in household cooking that has evoked considerable 
trade interest from the standpoint of assessing current and potential 
markets for the different cooking fats used in households. We have 
also issued a report on materials used in electric wire and cable indi- 
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cating opportunities for cotton in this use. We have published , 
study of changes in the sales of milk in Memphis, Tenn., and thp 
factors affecting them. Each of these represents a completed projeci, 
so the funds and personnel are now being used on new work. A tota| 
of six line projects were completed in this area during fiscal year 1954 
and one additional project has been completed during the curren 
fiscal year. 

During the year, we started a study of the market potentials fo; 
chemically modified or chemically treated cotton fabrics. There was 
also started a study on the use of edible fats in feeds. Also included iy 
new work is another survey on women’s preferences for fibers in clotb- 
ing. This study includes women’s and girls’ suits, skirts and sweaters, 

With the increases proposed in the budget, we hope to undertake a 
national survey of household and industrial use of nuts. This has 
been recommended to us by the deciduous fruit and tree nut advisory 
committee for several successive years. It is a fairly sizable job and 
we have been unable to undertake it thus far. Peanut growers are 
interested in obtaining similar information. Also at this time we are 
being asked to give consideration to a study of consumer preference 
for lamb in connection with current interest in trying to improve the 
sheep and wool situation. These are among the new items of work 
to be undertaken with the requested increase. 


PACKING HOUSE EFFICIENCY 


In the second area of work on market organization and costs, a series 
of studies on packing house efficiency has been completed including 
studies on apples, pears, and grapes in California, on citrus in Flor ida 
and on apples in Pennsylvania. 


SHARE OF CONSUMER’S DOLLAR RECEIVED BY EGG PRODUCERS 


We have also completed a study on the share of the consumer's 
dollar received by egg producers for eggs sold in Washington, D. C. 


MARGIN ON EGGS SOLD IN WASHINGTON, D. C. 


Mr. ANDERSEN. That is interesting. I have not heard anything 
up to now as to the results from it. Will you place the results of that 
study in the record? I have asked for such a study for at least 8 years. 

Mr. TrELoGAN. We will be glad to do that. This covers eggs that 
are shipped from nearby areas and from the Midwest. 

(The information requested is as follows:) 


MARGIN FOR MIDWESTERN AND EASTERN Ecas Soitp IN Wasuinaton, D. C. 
MARKETING RESEARCH Division, UNITED StTatTES DEPARTMENT OF AGRICUI- 
TURE 


The Department of Agriculture in the fall of 1953 began a study to determine 
marketing margins and costs for moving eggs from farms in the East and Mid- 
west to consumers in the Washington, D. C., metropolitan area. Large quantities 
of eggs are received in thet city from forms in New Jersey, Pennsylvania, Mary- 
land, Virginia, Iowa, and Minnesota. 

Information on volumes of eggs handled, prices paid, prices received, marketing 
practices, and marketing costs were obtained from 19 country assemblers in these 
States and from 6 wholesalers in the city. Similar information, with the excep- 
tion of cost data, was obtained from headquarters of 4 chain-store organizations, 
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| dairy, and @ random sample of 90 independent retail food stores in Washington. 
\]] data covered the months of November 1953, February, May, August, and 
November 1954. Costs of handling eggs in retail stores could not be obtained 
pecause of the difficulty of separating egg-handling costs from expenses of selling 
hundreds of other items. Information is also available as a result of a special 
egg-marketing survey made in Minnesota. 

Marketing margins for each firm coopereting in the study were developed by 
computing a weighted average price for all eggs purchased and a weighted average 
price for all eggs sold by the firm. Margins by type of handler were developed 
hy computing a weighted average purchase price and a weighted average selling 
price for all handlers in the group. Total farm-to-retail price spreads were deter- 
mined by combining margins of country assemblers, wholesalers, and retailers. 
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MARKETING MARGINS AND COSTS FOR NEARBY COUNTRY ASSEMBLERS 








‘eaters, 

rtake a Country assemblers of eggs in areas near Weshington, D. C., operated on a 

his has fairly steady yeer-round margin of about 3.5 cents per dozen (table 1). One 

lvisory assembler had a gross operating margin of less than 2 cents during one month. 
age Nearby assemblers purchased eggs on a grade and size basis and generally candled 






ob and only a sample of eggs received from each producer. They assembled eggs for the 









ers are most part from relatively large commercial producers and moved them by truck 
We are to wholesalers and chain-store warehouses in large eastern cities in from 2 to 4 
fere days. This short marketing period eliminates the need for shell-treating, which 
erence s . oa . 1. Saitek ant 

6 is common for eggs shipped from the Midwest to the East. The relatively simple 
ee * and direct assembly system also helps keep marketing costs down. 

WOrk 






TABLE 1.—Average purchase costs, selling prices, and margins per dozen eggs for 
selected country assemblers of nearby and midwestern eggs, November 1953, Febru- 
ary, May, August, and November 1954 
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L Series Area, month, and year na “— a ae 

Luding ie = es ad ceecteint taney a Rises ibaa 
orida Nearby (New Jersey, Pennsylvania, Maryland, and Virginia): | Cents Cents Cents 
November 1953 - . -- - -- ,avacck oe nknen at 51.6 55.3 3.7 
February 1954- _....----- ‘ : ; = 45.7 | 49.2 3.5 
May $0060.42. a Siac d ecinldte dd bias ema 36.9 40.4 | 3.5 
‘ Fi TI sia ota d 5 baw cto sgn —— node 40.0 43.4 3.4 
tS November 1954 a 37.9 41.2 3.3 
Midwest (Iowa, Minnesota): | 

gota November 1953 ‘ rash 40.1 49.8 | 9.7 
umer s February 1954. . - . aden ‘ aaal 38. 7 | 47.2 8.5 
ie May 1954__--- : co : 29.1 38.1 | 9.0 
eta August 1954_- ; poo 29. 2 39. 2 10.0 
November 1954. - a ———e | 26. 0 34.9 | 8.9 















Typical marketing costs for nearby country assemblers for the 5 months in 1953 
and 1954 ineluded in this study were 1.2 cents per dozen for transportation to the 
city; 1.1 cents per dozen for supplies such as cases, flats, and fillers; and about 1.2 
cents per dozen for all overhead, miscellaneous costs, and profits. 
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MARKETING MARGINS AND COSTS FOR MIDWESTERN ASSEMBLERS 






Country assemblers of eggs in the Midwest operated on a margin of about 9.5 
cents per dozen during the 5 months of this study (table 1). Margins for indi- 
vidual companies, however, ranged from 7 cents per dozen to 12 cents. Mid- 












wes . western shippers are located in a surplus production area and must depend upon 
distant markets for disposition of a large proportion of their top-quality eggs. 

Because of the long time in transit, extra care at additional costs must be given to 

ermine these eggs to prevent loss in grade. Nearly all eggs are candled and many grade 
1 Mid- A eggs are shell-treated with oil to help maintain quality. Egg assembly in the 
ntities Midwest is more costly than in nearby areas because the average size of poultry 
Mary- enterprises on Midwestern farms is much smaller than on eastern farms. In the 
Midwest, egg assemblers must travel greater distances to pick up a truckload of 
keting eggs than is true in the East. Many Midwestern assemblers have a central 
| these assembly plant in or near the producing area which they serve, and they own or 
excep- maintain close control over a number of buying stations located throughout the 





area. Other costs, such as supplies, freight, and labor for Midwestern assemblers, 





ytions, 
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are also higher because of the greater distance eggs must be shipped to consuming 
centers, and because of the necessity for more processing and handling. 

Typical marketing costs per dozen eggs for country assemblers in the Midwos 
included: Commissions paid to operators of country buying stations and to inde 
pendent dealers for assembling eggs from farms, 2.4 cents; supplies such as cages 
flats, fillers, and wire strapping, 2 cents; freight to city wholesalers and chaiy 
store warehouses, 2.7 cents; labor for processing and handling eggs at centr, 
assembly plants, 0.7 cent; costs of hauling eggs from buying stations to centry 
assembly plants, 0.6 cent; and other expenses including overhead and profits, | 
cents. 

MINNESOTA SURVEY 


Minnesota farmers received an average of 25.2 cents per dozen for eggs during 
the first week of November and 26.6 cents during the second week, according to 4 
special egg marketing survey made in that State. This compares with an average 
of 26 cents per dozen reported paid by Midwestern assemblers during November 
(table 1). The Minnesota study measured the wide range in prices of eggs accord- 
ing to size and grade. For example, during the first week in November prices of 
large grade A eggs averaged 33 cents per dozen; medium grade A, 18 cents; smal 
(pullet) grade A, 13 cents, and an average of 16 cents for grade B and 12 cents for 
grade Ceggs. About 84 percent of the eggs during this week were sold on a graded 
basis. Out of these eggs, 53 percent were large grade A, 34 percent medium grade 
A, 8 percent small grade A, 2 percent B, 3 percent C and others. Very few, if 
any, of the small or lower quality eggs for which Midwest producers received 10) 
to 13 cents a dozen were sold in Washington, D. C., retail stores. During the 
second week of the survey, the price range was slightly narrower than during the 
first and a larger proportion of eggs was large grade A. 


MARGINS AND COSTS FOR WHOLESALERS IN WASHINGTON, D. C. 


Wholesalers in Washington during the 5 months of this study operated on an 
average margin of about 8 cents per dozen (table 2). Wholesalers generally 
candled and sized eggs into consumer grades and sizes and packed them either in 
1-dozen cartons for retail stores or in 30-dozen case lots for hotels, restaurants, 
institutions, and the Army. The total operating cost of 8 cents per dozen was 
broken down as follows: Labor, 2.5 cents; cartons, 2.2 cents; inspection costs, 
0.2 cent; other supplies, 0.6 cent; cost of replacing eggs which did not meet con- 
sumer grade A standards, 1.2 cents; all other expenses including overhead and 
profit, 1.3 cents. 


TABLE 2.—Average purchase cost, selling price, and margin per dozen eggs for pri- 
mary wholesalers in Washington, D. C., November 1953, February, May, August, 
and November 1954 


Average Average sell- Average 
cost ing price margin 


‘ Cents Cents 
November 2008... seed Sts iL cd ea eb 4 ‘ 8.5 
February 1954 s 56. 
Rs i ite ie ini vind atiind tent eo dee bandeddann 
es ott eerie ore ante Jie dele eanubanak emnaane 
November 1954 


Month and year 


MARKETING MARGINS OF RETAILERS 


Gross margins of independent retailers in the Washington metropolitan area 
averaged about 11.5 cents per dozen during the 5 months of the study. By 
months, margins varied from 13.5 cents in November 1953 when egg prices were 
rising to a low of 10.3 cents per dozen in November 1954 (table 3). 
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TaBLE 3.—Average purchase costs, selling prices, and margins per dozen eggs for 
retailers in Washington, D. C., area November 1953, February, May, August and 
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0 central = 
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MY Witesatib 0840 ' 6652s enickee ewe evsnnn inédieeaebae 48.7 | 59. 6 10.9 
hagust 1608 ee eee Wenueceesotastsuhn rst os a3 11.2 
S : DEO VG EE iitilnide Diskin ao cunintdbabecomninadecnbienpaconil 49.0 9.3 10.3 
si durin Chain retailers: | | 
Paing toa Novela. te So a Lh gs 62.4 | 69.7 7.3 
Nn average Februsty 2006. ..<~-.5.....-- ar saeptadioanss Satan? eet eee aa 56.0 | 64.1 8.1 
Jovember May QMic10.~ doc. 5 ~~ .0cke’ ULES. date ave 47.6 | 54.6 7.0 
; q Am Sis i < wa treba se aecnider apenas adildas 48.9 | 57.4 8.5 
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cents for Margins on eggs sold loose were from 1 to 2 cents per dozen wider than on 
& graded cartoned eggs. This was due mainly to two factors: (1) The small number of 








1M grade MMM eggs per individual sale in low-income areas; and (2) the sale of uncartoned eggs 
'Y few, iff as country-fresh eggs in some suburban stores at premium prices. It is quite 
eived 10M common for stores in low-income areas to sell as few as | to 3 eggs at a time since 
iring the many customers living in these areas of the city have no means of refrigeration. 
Iring the fi In suburban areas some stores buy directly from farmers and sell eggs uncartoned 





as country-fresh eggs at premium prices compared with eggs coming through other 
marketing channels. 

Margins varied somewhat among grades and sizes of eggs but maintained no 
consistent pattern in relation to egg prices or to seasons of the year. In general, 







va On a1 independent retailers apparently attempted to maintain a 12-cent margin through- 
—— out the year on each size and grade of eggs in spite of large changes in retail prices 





and sales volumes by sizes and grades. Although retailers in general increased 
the proportion of small- and medium-sized eggs handled when supplies of these 
sizes of eggs were most plentiful, there was noticeable resistance to such changes 
by many retailers. 

Chain stores in the Washington area operated on an average margin of about 
8.3 cents per dozen during the 5 months of the study. There was, however 
considerable variation in average margins among the several chains. Some 
operated on retail margins of 3 to 4 cents per dozen while others had gross margins 
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7 Pr- HE of about 10 cents per dozen. These differences appear to be the result of (1) 
August, HM differences in methods of handling eggs and (2) differences in store policies with 
respect to prices and margins. 
Some chain-store organizations operating in the Washington market appeared 
Verage to operate on the theory that quality and size were more important to consumers 
en than prices in the purchase of eggs. In these stores the volume of grade A large 
S and grade A medium eggs handled remained in a nearly constant ratio from one 
Cents season to another. In other chains volumes varied by size as supplies changed 
, seasonally. 
6.6 Retail prices at times varied among the several chain-store companies as much 
87 as 10 cents per dozen for grade A large eggs and about 7 cents per dozen for grade 
‘° M® A medium eggs. 
Perea GROSS FARM-TO-RETAIL PRICE SPREADS 
Table 4 shows the gross farm-to-retail price spreads for the 5 months—Novem- 
os ber 1953, February, May, August, and November 1954—for eggs consumed in 
‘ Br the Washington metropolitan area and marketed through four different trade 





channels. he widest of these average margins, 28.5 cents per dozen, was on 
eggs produced in the Midwest, handled by country assemblers, Washington 
Wholesalers, and Washington independent retailers. The gross farm-to-retail 
price spread on eggs using the same channels but produced in nearby areas was 
23 cents per dozen. This difference of 5.5 cents is largely explained by higher 
costs of assembling, processing, and shipping eggs produced in the Midwest and 
retailed in Washington. 





Were 
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TABLE 4.—Typical farm-to-consumer marketing margins per dozen eggs, by varion 
distribution channels, 1954 


i >» ora o 
Distribution channel Production | Typical gros 
area | margins 


Cents 
3.5 
33.0 

19, 5-25, 5 


{Midwest 
\ East flat 
{ Midwest 


Country assembler, wholesaler, independent retailer 


| 
| 
"Wiest: . 2c.) 15, 5-19.53 


Country assembler, wholesaler (or chain warehouse), chainstore retailer__-- 


The typical margins shown in table 4 represent the sum of the margins deter. 
mined for the assembler, the wholesaler, and the retailer. In order to Cetermine 
why the gross farm-to-retail price spread (as computed by subtracting the farm 
price from the retail price) exceeds the margins shown above, a special Cetailed 
analysis of the sales invoices of several midwestern assemblers was made for the 
month of November 1954. In that analysis, it was found that 47.5 percent of all 
eggs handled by these assemblers were shipped for use by the retail trade in distant 
markets. These were mostly top grade A large eggs for which they received an 
average price of 38.3 cents per dozen as compared with an average price of 34.9 
cents per dozen for all eggs sold including local sales to breakers and sales to 
Government and civilian agencies. Local sales and sales to breakers and others 
represented 35.2 percent of all sales for the month and returns averaged 29.| 
cents per dozen. Sales to Government and civilian agencies accounted for 173 
percent of all sales and brought returns averaging 38.1 cents per dozen. 

The average price of 38.3 cents for sales to wholesalers, retailers, hotels, and 
restaurants in distant markets compared with wholesalers’ average buying price 
for the month of 38.8 cents for all eggs handled shows that wholesalers were 
paying practically the same price for midwestern eggs as for nearby eggs. The 
small difference of 0.5 cent per dozen may be accounted for by the fact that the 
country assemblers were selling to wholesalers other than those covered in the 
survey and the Washington wholesalers were buying from country assemblers 
other than those covered in the survey. 

A detailed analysis was also made of the sales invoices of typical wholesalers 
for the months of February, May, August, and November 1954. This showed 
that approximately two-thirds of the eggs, mostly large and medium grade A, 
were sold to the retail trade (retailers, hotels, and restaurants) at prices averaging 
0.5 cent to 1.75 cents higher than average price of the remaining one-third of the 
eggs. 

When wholesalers’ average selling prices were adjusted to cover sales to the re- 
tail trade only, the differences between wholesalers’ average selling prices and 
retailers’ average buying prices narrowed considerably. Here again the differ- 
ences that do exist can be accounted for by the fact that the wholesalers covered 
in the survey were selling to retailers other than those included in the survey and 
retailers covered were buying from sources other than those covered in the survey. 
Many retailers, for example, buy directly from farmers or hucksters. An addi- 
tional factor leading to a variance in the average wholesale selling price and the 
average retail buying price is the retailers’ purchase of varying quantities of 
different types and grades and the wholesalers’ selling of varying quantities of 
different sizes and grades. 


MARKETING MARGINS ON WHITE BREAD 


Mr. TreLoGan. Another study conducted during the past year is 
the marketing margins for white bread. This, has been reported 
along with several similar commodity studies in recent issues of 
The Marketing and Transportation Situation. A total of 18 line 
projects on marketing organization and costs were terminated in 
fiscal year 1954, and thus far in fiscal year 1955, 30 line projects have 
been closed out. 

During the current year in this area we have initiated a study of 
impediments to the movement and merchandising of milk. We have 
also undertaken a study of the possibilities for futures trading m 
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y varion MMM itrus products. This has actually been an expansion of work started 
on a smaller scale earlier in conjunction with the University of Florida. 
~—~ Bl We are undertaking a study of the effect bales of mixed-quality cotton 
pealaes ME aye-on sales and farm returns. 
— With the budget increase, we are proposing expansion of a study, 
Cents on retail merchandising of a series of commodities. This study has 
4: MB jeen initiated in cooperation with the Pennsylvania Experiment 
19.5-55 MM Station and a chain-store company in Pittsburgh. It is showing 
very fine results from the standpoint of measuring the effects of 
diferent established merchandising practices and of innovations that 
mo are being tried. We would hope to expand this to other cities and to 
he a other products than we are now able to cover. 
Cetailed 
' for the BULK HANDLING OF MILK 
nt of all 
ae We also hope to expand research on the bulk handling of milk. As 
‘of 349 you may know bulk handling of milk is a relatively new development 
sales to Min the assembly of milk from farmers. It is expanding quite rapidly, 
| others HM so there is a great deal of interest in solving some of the problems that 
i. os are accompanying this development. 
- Both of these last items, by the way, represent plans for joint 
ls, and activities involving scientists specialized in different subjects who 
ig price HM work in different parts of our organization. This approach is intended 


» Sen. yo obtain more complete and comprehensive answers to the problems. 
hat the . . 
in the IMPROVING AND EvaLuatTInG Propuct QUALITY 


»mblers 
The third area of research is on improving and evaluating product 

lesalers quality 

showed v° 

ade A. INSECT-RESISTANT PACKAGING 

praging ‘ : 

| of the Among our recent accomplishments has been the development of 

insect-resistant packaging materials. During the past year we have 

os and Wy sted over 200 repellents that might be used in food or feed con- 

differ fg iners. Thus far, we have found wax paper treated with synergized 

overed pvrethrum provides about the best results. 

ey and 


the re- 


urvey. in 

addy. TEMPERATURE CONTROL FOR TOMATOES 

nd the : , . , 
bes of Another piece of work which has had substantial consequences in 


ties of J the last year or so has dealt with the proper temperature control for 
tomatoes in transit. In this particular instance the industry is 
rapidly adopting new procedures that resulted from our research. 
The procedures call for shipping the tomatoes at higher temperatures 
than have been used heretofore. Based upon conservative industry 
estimates there will be savings of several million dollars a year when 
the new methods become widely adopted. 


oar Is 
orted 
es of 
, line 
“din 
have A third accomplishment in the past vear in the area of quality 

research involves maturity studies on Florida avacados. Here we 
ly of Bihave tested some 200 lots, including some 16 commercial varieties, 
have and find that maturity and minimum weight measures can be relied 
ig m upon to indicate the conditions under which avocados should be 


MATURITY STUDIES OF AVOCADOS 
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harvested and shipped to consuming areas to get the best results 
Particularly is this true for obtaining palatability, the most importay 
quality factor. Six line projects on product quality were complete 
in fiscal year 1954; and thus far four have been completed during th 
current fiscal year. 


KHAPRA BEETLE 


During the past year we have initiated the work on the Khapn 
beetle that I mentioned earlier. We have undertaken research to p 
long the shelf life of poultry, especially eviscerated and cut-up chick 
ens. Work on protective dusts for stored grain has been expanded. 

We propose in the increase that is requested here, to expand the 
Khapra beetle work still further. I anticipate that this may be quite 
a costly item before it is finished. When we learn how to deal with 
the insect, a program of extermination might be feasible. This 
remains to be ascertained and such a program will need to be planned 
with all the cooperating agencies. 


SEED SAMPLING AND TESTING 


Seed sampling and testing research will be supplemented with 
research on the germination and storage of seeds. Here we hope to 
get into some fundamental or basic work that we have not been able 
to do heretofore by virtue of the fact that we have been so fully occu- 
pied with trying to solve the immediate problems of testing seed for 
those who sell and distribute them. 


CONTAINERS FOR FROZEN TURKEYS 


We also plan to do some research on containers for frozen turkeys. 
This, too, would be joint research with packaging engineers and biolo- 
gists participating. This particular problem is brought to us quite 
forcefully by the Cold Storage Advisory Committee as well as poultry 
processors who are anxious to develop better ways of holding turkeys 
in storage. 


TRANSPORTATION AND FACILITIES 


In the fourth area of our work on market transportation and facili- 
ties, some of the recent results have had to do with improved loading 
of watermelons, particularly with the Congo variety. It has been 
ascertained that crosswise loading instead of lengthwise reduces ship- 
ping damage of these watermelons substantially. Finished exper: 
ments on the packing of cauliflower also have been well received by 
industry. The results indicate that substantial savings can be made 
through reduction of both weight and damage with different methods 
of packing in crates. 


SELF-SERVICE HANDLING OF MEAT 


We are completing a comprehensive study of self-service hat- 
dling of meat in retail stores in the sense that we have reached 
the point where we can publish a bulletin on the principles of layou! 
that can be followed with assurance as this new development 1 
retailing expands still further. Three line projects on transportatio 
and facilities were completed in fiscal year 1954, and 16 have bee! 
terminated thus far in fiscal year 1955. 
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During the current year we started work on off-farm storage of 
iried beans, on the handling and storage of Maine potatoes, and on 
provements in poultry-dressing plants. 

With the increase that we are asking, we propose to start new work 
mn truck transit refrigeration. In this we seek to take advantage of 
eently developed plastics and other materials, to get lighter and 
etter insulation in refrigerated truck bodies. We would also under- 
ake further work on feed-mill efficiency. This grows out of previous 
york of the past year or two in which surveys of costs of feed milling 
revealed an inordinately wide range in the costs per ton experienced 
by the mills. We hope to follow up with studies by engineers to find 
out how they can reduce costs in the higher ranges. In a comparable 
way we are also hoping to conduct research on the storage and 
conditioning of rice. 

RESEARCH PROGRESS 


This brief résumé of some of the items we have been doing, are 
starting and are hoping to do indicates the directions in which we are 
ging. In general, our research programs are progressing in accord- 
ance With the intentions presented to you last year. Some slight 
modifications of procedure have been necessitated. Our recruitment 
has not been as prompt as we had hoped, so a little greater dependence 
is beng placed on contract work. Because of unexpected research 
jobs and the tardiness in recruitment, less basic research has been 
undertaken than we had hoped earlier, but we hope to correct that as 
soon as possible. Progress is being made toward more joint work with 
teams of scientists representing subject matter fields. The request 


for next year includes projects seeking to further these objectives. 


PRICE SPREAD BETWEEN PRODUCER AND CONSUMER 


Mr. Wuitren. That is quite interesting, Mr. Trelogan. I would 
like to tell you of a point that has come to my attention in the budget 
for the last number of years. That is the attention that is given in the 
field of marketing, to try to cut down waste and to add to the ability 
of the product to move without damage, things of that sort. We 
recognize the value of all of that and we can constantly spend money 
wisely trying to improve marketing in that field. But here we are 
spending something like $5 million. You got a million increase last 
year? 

Mr. TreLocan. That is correct. 

Mr. Wuirren. As good as all this work is, it strikes me that we 
did not get the maximum out of such funds. The record shows that 
57 cents out of the consumer’s dollar goes to someone between the 
farmer and the consumer. We all know some of those groups, but 
so far as I know there has been no compilation of where that 57 cents 
goes. In other words, it strikes me that to get the maximum use 
out of your funds there should be a finding and a compilation of 
where this 57 cents goes. 

The reason I mention that is because last year, and this year 
particularly, the answer to all the farmers’ ills is more research and 
more information to the farmer. It strikes me that, while all of that 
is good and all of it is helpful, the 43 cents the farmer gets, which 
covers the return on capital investment, his labor and everything else, 
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is not the real problem. While we need to work on that end of }; 
we may be letting the camel go out the front door while we are trying 
to close the back. I wonder if we could not well direct a considerab): 
part of this money to finding out where the 57 cents goes. I migly 
say that it has increased from 46 cents only a few years ago. (Ce. 

tainly we are all interested in the consumer, and the Depar tment Makes 
a lot of speeches about them, and they should, but I wonder if w 
should not work on the 57 cents which seems to be constantly ex. 
panding, instead of the 43 cents which goes to the farmer, which 
appears to be constantly contracting? Out of the funds which vou 
get, which are rather substantial, $5 million on research, particularly 
when the Government will not sell what it has competitively, I am 
wondering what it would take to bring this 57 cents into focus, as to 
where it goes and what changes have occurred in the last 8 or 10 years 

Then when you know where the money is going you can apply you 
talents more effectively. 

Mr. Tre.vocan. We thoroughly agree with you, Mr. Chairman 
and I think we are giving consideration to the points you are making 
First, the very measurement of the proportion of the consumer’s dollar. 
that is going to marketing comes out of this program of research. 

Mr. WuitreNn. This problem that I am stirring up here is a difficul 
one. Apparently that is why the Department has shied off of it. 
But, as has been testified here in times past, if as much cost is added 
to some commodities from the Hudson River on to the customer in 
New York City as the cost of production and shipment from the Wesi 
Coast, the people should know it. If the antiquated markets in 
Philadelphia are making people pay 15 percent more retail price than 
people in a modern market, say, at Baltimore, or wherever it may be, 
the people in Philadelphia need to know it. 


COST MEASUREMENT AND ANALYSIS 


Mr. TreLocan. I would like to respond by indicating that we 
regard cost measurement and analysis as the origin of our work. You 
will note that we put a sizable amount of our $5 million into that 
second project which includes measurement of costs of functions con- 
tributing to the percentage of the consumers’ dollar that goes for 
marketing. Then we try to follow that up by seeking ways to reduce 
the costs. In the followup we have to approach the job commodity 
by commodity and function by function. There is no general ap- 
proach to reduce an average cost. 

Mr. Wuirren. You have to do it by localities, too. 

Mr. TreLocan. Yes, that is correct. That is illustrated by the 
work on eggs I mentioned to Mr. Andersen a few minutes ago. But 
we are conducting studies on other products as well. Here in the 
January issue of the Marketing and Transportation Situation. is the 
kind of materials we are getting out in the way of reports of progress 
We have a whole series of these studies that deal with individual com- 
modities, and we follow those up with the other kinds of research that 
I have been alluding to. 

I did not put it in the report this year, but we might have used the 
Philadelphia market as one of our progress items for this year. Cur 
rently there is greater promise of the development of a modern im- 
proved market in Philadelphia than ever before. Our staff is working 





end of jt 
are trying 
nsiderable 
I migh; 
£0. Cer. 
PNt Makes 
der if we 
antly ox. 
er, which 
T rich Vou 
rticularly 
aly, I am 
CPUS, as to 
10 vears, 
Ply your 


hairman 
» making 
”’s dollar. 
earch, 

. difficull 
fF of it. 
is added 
fomer in 
che West 
rkets in 
‘ice than 
may be, 


that we 
<. You 
ito that 
Ms con- 
roes for 
» reduce 
modity 
ral ap- 


by the 
» But 
in the 
1 is the 
‘ogress 
al com- 
ch that 


sed the 

Cur- 
rm im- 
orking 


1055 


closely with the Greater Philadelphia Movement, the organization 
sponsoring the new food distribution centers. 

Mr. Warren. This is all good. In other words, 43 percent goes 
« the farmer, and that covers investment and everything concerned 
with it. At the same time, 57 percent goes to the other group. How- 
ever, that knowledge alone does not get you far. If you show the 
farmers get one- third of the consumer ’s dollar, that is informative, 
but if two-thirds of that consumer’s dollar is going to something else, 

it does not help unless you pinpoint it and show where it is going. 
Then you can tell where the trouble is. Until vou break it down and 
ell whether it is going into increased labor costs, loading on the trains, 
or increased railroad labor, or whatever it is, it is not going to help too 
much. I am not attacking any of those things; but when you see it, 
at least you have some comparison. If in a given market they see 
that it is going to certain things, and yet in the adjoining market that 
wst is dow n, ‘then you are beginning to get somewhere to help your 
consumer. As we approach it now, I am afraid we do not give as 
much emphasis to that as we should. 

Mr. TRELOGAN. We would be glad to give more emphasis to that. 

Mr. Wuitten. If this committee should desire that the Depart- 
ment undertake a program or have a project to actually check how 
many cents are added here, how many attached there, and how many 
here, and so forth, right on down to the consumer, and compare that 
to whatever information that you can obtain for a period of years, 
how would we go about it? I think that is an accurate starting point 
for really spending this research money advantageously. It certainly 
will stop the effort made in some quarters to ‘charge the high cost 
of living up to the farmer—which is not correct. 

How would we go about it, if that was the desire of this committee? 

Mr. Wetuis. May I comment? 

Mr. Wuirren. Yes. 

Mr. Weuts. I think the kind of materials that Mr. Whitten has 
been talking about is, for example, shown in this table on page 41 of 
our January 1955 marketing and transportation situation. We have 
in this case tried to break down the retail price of bread to show cost 
for all ingredients, and for all handlers indicating what the baker or 
retailer gets, as well as what the miller gets. In each case we try to 
vo back of the cost to find out how much is material, how much is 
transportation, how much is labor cost, and how much is manage- 
ment cost. 

The question is: How much can we move toward a systematic 
description of the costs incurred in marketing a wide range of different 
products, with adequate reference to different localities or different 
mar keting channels? 

We have, over the last several years, amassed a great deal of 7 
mation in this field, and I think we could discuss with you people, i 
you so wish, the question as to how that might be brought ‘naar 
with certain supplementary work to provide the kind of material 
Mr. Whitten has indicated you would like to have. We certainly 
would be glad to sit down and discuss that in detail with you. 

Mr. MarsHauu. Will you proceed? 

Mr. TrELoGaNn. In addition to the points that we have been making 
about cost studies, I feel it is important, too, to study the changes in 
costs as they occur, and try to ascertain the reasons for them. There- 
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fore, for a number of these commodities, we are trying to get a series of 
data extending back over several years to ascertain what factoy 
contributed to the changes. The study on white pan bread is gy 
illustration. 


CONSUMER DEMAND FOR ADDITIONAL MARKET SERVICES 


Accompanying that phase of it we have to keep in mind that the 
consumers today are demanding a lot more market services. 

Packaged popcorn was mentioned awhile ago as an illustration, 
That type of change is characteristic for many of the commodities 
that are being sdld today. Obviously, these additional services in the 
way of packaging and preparation, and preservation of quality cost 
money and contribute to the marketing margin, 

In order to get a better understanding of the significance of ou 
measure of the farmer’s share of the consumer’s dollar, we recently 
got out a leaflet covering the subject, explaining clearly what was 
involved in this gross measure of marketing cost spread. This has 
been received quite favorably by the trade where many have felt for 
some time that we were warping some of these studies to reflect on 
one group or another. We endeavor to be completely objective—ouw 
intention is to get the facts—and to present what the functions are, 
and what each of them cost in a manner that will contribute to a 
clear-cut understanding of the marketing system. The leaflet 
represents a further step toward that end. 

Mr. Marswauu. Are there any questions? 

Mr. Vurseuu. If I may interpose a question, Mr. Chairman, | 
presume that one of the great disparities in figures that causes this 
spread, as I referred to before, is that the cost of labor of all kinds 
including railroads and trucks, and in the delivery and processing 
kept going up and going up, that squeezes down on the part of the 
dollars the farmer gets. 

Of course, there is not a thing you folks can do but to find that out, 
which might give us an argument somewhere along the line that maybe 
we could do a little something about slowing it down here in Congress. 
I think our problem is that we have neglected it, I am sorry to say. 

Mr. Trevoaan. Sir, we are concerned with those phases of the 
marketing problem continually. 

We try to keep a record of what is happening to the wages paid by 
marketing agencies, and also the transportation costs, which are 
another important factor. This document contains an illustration 
of the kind of series we maintain. It shows the extent to which the 
wage rates are going up. Because they are rising we feel that we 
should devote more research toward obtaining greater efficiency of 
use of labor by achieving greater productivity from labor employed 
in the marketing system. 

Productivity of labor is increasing as the wages go up, so there has 
not been a rise in marketing costs fully commensurate with the rise 
in the wage rates. We do not think that we can, through agricultural 
marketing research, influence or alter the general trend or policy with 
respect to wage rates, but we do feel that we can show opportunities 
to improve the efficiency of the labor as well as other resources. 

Mr. VurseEwu. I am quite sure that your position on that is sound. 

I think that is all, Mr. Chairman. 
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EconoMiIc AND STATISTICAL ANALYSIS 


Mr. MarsHALL. The next item we have is one of economic and 
siatistical analysis. 

Mr. Wetxts. Mr. Chairman, this is one I should like to discuss 
with you myself. I was Chief of the Bureau of Agriculturel Economics 
for several years and I am largely responsible for the work currently 
underway in this field. So I have imposed this subject on myself 
in order to keep the number of witnesses down. 

The field of economic and statistical analysis is covered in our 
Division of Agricultural Economics. The total appropriation for the 
work carried on in that Division this year in slightly better than 
$1 million. 

Most of that money is used to work on analyses and problems 
which have to do with the price, the supply, and consumption of 
farm products, and farm income and problems affecting it. 

We also use out of the $1 million, approximately $175,000 a year 
for work that has to do with farm population and with farmers as 
people. This is where we try to keep track statistically of the number 
of people that are on farms, and the way in which our farm population 
changes from year to year; where we try to keep track statistically 
of some overall measures of standards of living the farmers have, 
and how it compares with the standards of living of nonfarm people; 
and where we try to keep track of the farm-labor force, its composition 
and distribution and factors affecting the farm-labor supply and farm- 
wage rates from a statistical standpoint. 

The population material is useful in connection with various things. 
The farm labor material proved to be extremely valuable to us during 
World War II and again during the recent Korean experience. In 
case of a defense emergency, one of the shortest things in the United 
States is labor. We have always felt that we should have a pretty 
good statistical idea of our farm population and what the working 
force was like, in order to be in a position to serve the Secretary of 
Agriculture and other people on farm-labor matters as well as carry 
out our statistical responsibilities. 

I think this is the kind of work that is well paying for itself, and I 
make this statement because I know some questions have been raised 
about our work on farm population. 

I would also say that I myself grew up on a farm in north central 
Mississippi and on ranches in southern New Mexico, and I think we 
need some overall measures as to how standards of living among farm 
people and nonfarm people compare. 

We are not engaged in this activity in local field studies to any great 
extent. Largely, we are using secondary data, and trying to organ- 
ize and analyze it to see how we are getting along. 

Last year, Mr. Chairman, Congress gave us an increase in this item. 
We had an increase of $95,000 for General Economic Analysis. We 
have used that money to strengthen research work on factors affecting 
the price, the supply, and consumption of the various farm products, 
in other words, we are trying to strengthen the research back of our 
service work. 

As far as the service work is concerned, I would refer you gentlemen 
to the kind of material that we discussed the afternoon when I 
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appeared before the committee with a series of charts having to (dp 
with the general agricultural situation and the farm outlook. 

The analyses that come out of our Agricultural Economics Divisio, 
are used, I think it is fair to say, in all general discussions of the farm 
situation. 

Our function in this field is to analyze the farm situation, to state 
our results statistically, if you please, and to state them in such 
way that people will accept ‘the factual material, and, we hope, argue 
over the main policy issues involved, rather than arguing over the 
facts. How well we do that, you must judge. 

Our research work strengthens and improves our service work, and 
we have been extremely short-handed in the last several years, because 
the demand on us for services has taken up an increasing proportion 
of the time of our professional staff. We badly needed some strength- 
ening on the research or analytical side. 

Secondly, Congress last year gave us $74,000 to allow us to estimate 
farm production expenses annually by States. We have long esti- 
mated both cash and gross farm income for each of the States and for 
the United States. By that I mean from our crop and livestock esti- 
mates and farm price materials, we can estimate the cash receipts of 
the farmers from sales of commodities in each State, and we can 
estimate the amount of products produced on the farm and used in 
the homes. 

But over the last 10 years we have been constantly criticized for 
not having also an estimate of farm production expenses by States, 
because people who are interested in these kinds of materials feel that 
gross farm income and cash receipts to farmers is not an adequate 
measure of what the farmer actually has to spend for farm, family 
living and further investment. However, we have only been able 
heretofore to estimate production expenses for the United States as a 
whole and the $74,000 which was supplied last vear to strengthen 
farm income work is being used to provide clerical and some profes- 
sional force which allows us to collect, and to estimate, on a fairly 
good basis from year to year, production expenses by States, with 
the accuracy depending on how good a basis we have to start from. 

We hope to begin this summer publishing estimated farm produc- 
tion expenses by States. 

Of course, that lets us subtract production expenses from the gross 
farm income and also publish estimated net farm income by States. 
It is the kind of job that we think can be done much more economi- 
cally by doing it nationally, doing all 48 States alike, than by trying 
to gradually work out something i in each of the 48 different States. 

I have here, Mr. Chairman, a brief note I would like to place in the 
record which describes in a little more organized fashion what we do 
in this Agricultural Economics Division, and, with your permission, 
I would like to address myself to the increase items. 

Mr. Marsnatu. Yes, sir. We would appreciate it if you would do 
that, Mr. Wells. We will insert your notes in the record. 

(The notes referred to follow:) 


NoTeEsS ON ECONOMIC AND STATISTICAL ANALYSIS 
PURPOSE 


This activity provides analyses of the economic situation, trends, and outlook 
for farm products, including factors affecting price, supply, and consumption; 
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a reservoir of current economic date on the situation for all the principal egricul- 
turel products and for agriculture as a whole; deve lopment of average and parity 
prices and keeping current the many indexes and series; deta on farm income, 

agricultural history, farm populetion movements, lebor supply, wages and wage 
cales, farm organizetions, and levels and standards of living. 


CURRENT WORK 





Fects and analyses developed under this ectivity were mede available through 
the issuance of 80—90 situation and outlook reports during the year. Progress was 
also made on basic research studies of demand, prices, and consumption for 
severel commodities. A technical bulletin, The Demand and Price Structure for 
Selected Vegetables, and a detailed compilation of fets and oils stetistics were 
published. A technicel bulletin on factors effecting wheat prices is nearing com- 
pletion. Work wes started or reopened on tobacco, byproduct feeds, and poultry 
and eggs. A statistical anzlysis of factors affecting the mill consumption of 
cotton Was published, and substantial progress has been made on a study of the 
consumption of milk and dairy products. Besic research was continued on factors 
and trends relating to farm and rural populetion in the States and regions as well 
as their implications for rural life and agricultural policies and programs. Much 
of this work is conducted in cooperation with the lend grant colleges and other 
State institutions. 

FUND REQUIREMENTS 


There is $1,024,200 currently available for this work. The budget contains an 
estimate of $1,309,200 for fiscal yeer 1956. This increase of $285,000 would be 
ised for revision and improvement of farm expenditure estimates. 

Estimates of farm production expenses and expenditure weights used in 
calculating the parity index are urgently in need of improvement. Accurate 
estinates of farm production expenditures and net farm income are essential in 
appraising the economic situation in agriculture. Rapid changes in farm practices 
and technology in recent vears need to be accurately reflected. The weighting 
pattern for practically every other major Government index has been revised 
since World War II and agriculture’s basic expenditure data, which relates to 
1937-41 spending patterns, are subject to an increasing amount of criticism. 
Because of its required use in the establishment of farm price support levels the 
parity index should be made as accurate as possible as early as possible. Revised 
data are also badly needed for improving farm-expenditure and net farm-income 
estimates by States and for the Nation as a whole. The revised expenditure 
data are also needed for the production economics work of the Department. 

With the increase, comprehensive surveys would be conducted simultaneously 
in some 300 counties to obtain data relating to farmers’ production expenditures 
and farm family living expenditures from about 10,000 farm families. The data 
would be tabulated and analyzed to determine what revisions would be required 
in the weighting pattern for calculating the parity index and for improving 
estimates of production expenses. One hundred and eighty-five thousand dollars 
of the proposed increase, which represents primarily the cost of collecting the 
data, would be nonrecurring. 


Mr. Wetts. I will start to discuss this $285,000 item under ‘“Agri- 
cultural eeonomics.”’ 





INCREASE PROPOSED FOR FARMER EXPENDITURE ESTIMATES 

The budget request, Mr. Chairman, for funds for work in our Agri- 
cultural Economies Division contemplates for the regular work which 
we do in this Division the same amount as last year. However, the 
budget does include an item of $285,000 which is carried under this 
particular project and which is designed to allow us to collect up-to- 
date information on farmers’ expenditures, which would, in turn, be 
used to reweight or provide for revision of the weighting system of 
the parity index. 

This index includes goods used in farm family living and farm pro- 
duction, including allowances for interest rates on farm mortgages, 
lor taxes on farmland, and wages to hired farm labor. 
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It is the only major index of the Federal Government with which | 
am acquainted that has not had its weighting pattern revised o 
brought in line with current practices since the end of World War I], 
The current parity index is based on one set of weights which w 
used until 1924 or 1925, at which time we introduced allowance fo 
tractors, motortrucks, and gasoline; in other words, for mechanized 
farming. We carried that set of weights from 1924 into 1935, and 
about the end of World War II, 1946, we did shift to a 19374) 
weighting pattern. 

We feel that the pattern of expenditures for farmers has changed 
materially since 1937-41. We have been moving rapidly toward ; 
more mechanized agriculture and the farm family living pattern has 
changed more nearly to that of nonfarmers. This proposal is simply 
to allow us to apply good statistical methodology in order to get the 
best index we statistically know how to calculate. 

I want to make it clear that this is not a proposal to revise the 
parity formula which is fixed by legislation. This is not a proposal to 
provide for shifting from the base period of 1910 to 1914 or to other- 
wise change the general method of calculating the parity index or 
parity prices. 

It is a proposal for a survey of farmers’ expenditures to provide a 
more accurate set of weights for measuring changes over the next 
several years. We will change the revised calculations into the 
current index as now calculated sometime I should think, in the 
period 1947-49. The weights for such an index as this should be 
reviewed and brought to date about once every 10 years. 

I cannot, as a statistician, tell you whether this would raise or 
lower the parity index. It might change it a slight bit, but to go ahead 
and do it now instead of several years later is preferable. It will give 
a more accurate measure of current changes and it will prevent a 
considerable amount of statistical criticism for the way the index is 
now being handled. 

Also, this farm production that we have had will give us a mucl 
better base for estimating farm production expenditures, both for the 
Nation and for the various States, in connection with our recent 
studies of our farm income standards. 

The $285,000, Mr. Chairman, would not be a recurring item, 
although it is possible that we would ask for as much as $100,000 
in the following fiscal year, in order to finish the tabulation and 
analysis work that would be involved. 


Crop AND Livestock EstTIMATES 


Mr. MarsHa.u. We turn now to crop and livestock estimates. We 
will be glad to have your presentation. 

Mr. We ts. I am going to ask Mr. Newell to take care of that. 
He is Director of our Agricultural Estimates Division as well as 
Chairman of the Crop Reporting Board. 


HISTORICAL ORIGIN OF DIVISION OF AGRICULTURAL ESTIMATES 


Mr. Newewv. Mr. Chairman, in discussing the work of the Divi ision 
of Agricultural Estimates, I do not want to impose on the time of the 
committee, but this year, 1955, happens to be a sort of anniversary 
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for this activity in the Department. I think it is important, and feel 
that the committee would probably be interested in just taking a féw 
minutes to review some of these earlier events. 

Just a hundred years ago, in 1855, a group of farmers under the 
leadership of James T. Earl, who was then president of the Maryland 
Horticultural Society, proposed that the State agricultural societies 
join together in a plan that would provide monthly reports on the 
crops in the various localities. Mr. Earl's letter is too long to quote 
here, but it is a classic, and somewhat reminiscent of Patrick Henry. 
| would like to quote a few significant paragraphs that he wrote: 

Dear Str: For the promotion of the farming interests of this country we are 
anxious to procure the earliest reliable information possible of the crops, that the 
same may be laid before the farmer to guide him in the selection of the best time 
to dispose of the fruits of his labor. The duty should probably be imposed upon 
an agricultural department of the General Government; but in the absence of such 
a provision, and in view of the artful practices of speculators and others, * * * 
the obligation is devolved upon us. 

The auestion arises, How shall we discharge it? Shall we rest content, as here- 
tofore, to do nothing; to sit with our hands before us without an effort to secure 
that informetion which by concert of action is entirely within our reach; to see 
our brother farmers robbed of 20 to 30 percent of the labor of their hands, by the 
superior information and cunning of the astute purchasers? The answer is but 
too plain, and pronounces such a course to be altogether unworthy of sensible 
men. * * * let us at once so organize the societies of our respective States as to 
make them efficient in procuring this information so all-important to the farmers. 

Mr. Earl has set forth his purpose there rather forcefully, and I 
think you see what I mean by reminiscent of Patrick Henry. 

He goes on with his plan: 

Let us have gentlemen of intelligence and reliable judgments in each county of 
our respective States, connected not only by position es officers, but by interest, 
too, with our State societies, that we may have a right to call on for informa 
tion touching the crops of their different localities. They can be directed to 
forward their reports to some selected officer, whose duty it should be to collate 
them and disseminate the information thus deduced through the publie press 
and by circular transmitted to each of the agricultural societies of the Union. 


Mr. Chairman, this do-it-yourself program that Mr. Earl proposed 
proved to be entirely too sammie and difficult for so informal ap- 
proach. However, I think it is important, first because this move- 
ment undoubtedly had some influence on the establishment of the 
Department of Agriculture, 7 years later, in 1862. 

Mr. Wurrren. I would like to say at this point that I think there 
isa great deal of reason for you to present in the record the statements 
made. It certainly recognizes an appreciation of the proponents for 
the need, at least within their capabilities, to meet the problem. We 
would like to think that we see things today, but I suspect in many 
fields, if we look back, they were recognized in those days. In those 
days they might have made a little better use of what means they had 
than we are doing today. That does not mean that we do not try. 
But, within the limits that were possible for them, they did a good job 
of trying to meet the needs of the day. 

_Mr. Newett. I feel they did, but it was too big a job for the socie- 
ties and I think that this had a very definite influence on the beginning 
of our crop reports. 

Another point I would like to make here, and the reason for citing 
this, is that the fundamental objectives set forth in this original 
proposal and the methods of obtaining the information are still the 
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basic principles upon which our service is based. Ours is a seryig 
that was created by farmers, and, after a hundred years, is still base 
mainly on the support of the farmers, more than the half million ¢ 
them throughout the country. 


PRESENT OPERATIONS OF DIVISION OF AGRICULTURAL ESTIMATES 


Mr. Chairman, I would like now to return to the operations as of 
today. 

The organization consists of approximately 650 employees, most of 
which are dispersed in 41 field offices throughout the country. At the 
present time the service covers approximately 150 commodities, and 
if you break that down into subclasses, it runs up much higher than 
that. 

We are issuing in the neighborhood of 500 reports a vear. The 
calendar of reports is in your notes, and covers those reports issued 
from Washington. There are many more reports issued by the 
various States, under cooperative arrangements with 40 individual 
States. 

I would like to comment very briefly on some of the significant 
developments during the past year, and some of the things that we 
have been able to do to improve and expand our service. 


BROILER REPORTS 


First of all, I call attention to the broiler reports. This year the 
broiler report was extended to 6 additional States—lIllinois, Missouri, 
Pennsylvania, South Carolina, Louisiana, and Washington—and, in 
addition, the coverage was extended to a statewide basis in Virginia, 
West Virginia, Maryland, North Carolina, Georgia, and Arkansas. 

I would like to just read a comment that came to my desk yesterday 
that I think is significant because it indicates very well how the 
people who are using them regard these reports. 

At a meeting in Atlanta, an editorial states that a prominent Indiana 
hatchery man, speaking from the audience, received a spontancous 
round of applause when he said: 

All hatchery men need to do to make this a better industry is to run individual 
enterprises with better judgment, and keep a weather « ye on the weekly replace- 
ment and egg-setting reports. 

This has been a very popular service, and the extension has met 8 
very real need. 


TURKEY REPORTS 


Another item that I would like to mention very briefly is the turkey 
reports, with which you are familiar from last year. 

This service was expanded this year. We have provided a separate 
indication for light and heavy birds in all of our reports, and the 
regular monthly reports on poult and egg production are issued for 
each month in the year. In addition, we are providing a weekly 
report on eggs set and poults hatched, in 11 States. This report will 
run from December through June. It is proving very valuable to the 
industry, and one prominent hatchery man was in my office this last 
week and made the statement that he did not know how he had ever 
run his business this long without the reports that we are providing 
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CATTLE-ON-FEED REPORT 





Another important development is the extension of the quarterly 
cattle-on-feed report. In the past there had been only two reports a 
year. As you probably remember, we did some experimental work 
in three States—Illinois, Iowa, and Nebraska—for several years. We 
found that the feeders were utilizing this information and it was 
proving very valuable to them, so this past year, with some addi- 
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At the tional funds, the report has been expanded to cover 14 States. States 
os, and weluded are California, Texas, Arizona, Idaho, and Colorado, and 
r than then in the Corn Belt, Ohio, Indiana, Illinois, Minnesota, Iowa, 





Missouri, South Dakota, Nebraska, and Kansas. 






The These reports now cover around 90 percent of the feeding industry, 
issued [ag and it is being extremely well received also. They are a valuable 
yy the Mg guide to feeders in their operations as well as providing very useful 
Vidua] MM information on future meat supplies. 4 







ificant POTATO SUPPLY 


KAKI 







~— Another problem that has confronted us—and we are trying to do 5 
what we can about the need for more information on the supplies of =. 
potatoes. — 

As you probably know, the so-called late States produce a consider- ‘ 
t 





able quantity of potatoes that are marketed during the summer months, 
July to September. At the request of the potato producers, we have 
started on programs to make separate estimates of the summer potato 
crop in some of the late States. 
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as, As a beginning we will, in this next crop season, break out the sum- . 

erday J mer potato crops in Idaho, Oregon, Washington, California, Colorado, 

v the MM Wisconsin, Michigan, Delaware, and possibly Long Island. This =5 
will cover about 75 percent of the marketing of summer potatoes from 

diana fe these late States. There is still a good bit to be done, but we feel that 

1eous fe this will be of material aid to the industry in meeting the marketing . 
problems. Ys 

vidual CALVES 

coal I might say that we put out a report today on the 1954 calf crop, 

er which is nearly 2 months sooner than this report has been issued in a 
the past. Our plans call for starting a new survey on the probable 
calf crop about July. This is a new and long needed program that is 
just getting under way. 

a INCREASE FOR RESEARCH AND DEVELOPMENT 

ie I would like to comment briefly on our research and development 

ae work, because to my mind, Mr. Chairman, this is one of the most 

— important things that has happened to crop estimates in a good many 

years, 

je This program of research into ways and means of improving our 

: . techniques has been going on for 2 years. We have made some 

a progress and I think it is important to point out that this work is 

ing proceeding along operational lines, in miniature. It is a pilot-plant 





type of operation. 
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During the first year, 1953, we did some special sampling woy 
in two States, North Carolina and Mississippi, on cotton. That 
work was productive of some very valuable results, in that it pointe 
up some of the problems in obtaining information from farmers anj 
was very useful in making revisions in the questionnaires. 

During the past year we have started out on a program in th 
10, what I call rainfall Cotton States, that has as its objective th 
establishment of a sampling pattern for the area as a whole. We 
are trying to work through on a program that will approximate a 
operating program which may be developed into a regular operation, 

Before I go any further I should point out that, in starting out 
this research and development. work, Mr. Wells and I jointly selected 
a panel of consultants, consisting of six prominent agricultural statis 
ticians, and agricultural economists. The advice and counsel of this 
panel has been of material aid in setting up the program. 

This past year we selected as a sample 100 counties in these 1( 
Southern States, covering about 3,000 farms. We have followed a 
program of making a June enumeration of acreage and followed that 
with mail surveys in September and November with some nonresponse 
followup. I will not go into all of the detail on the operation at this 
point. If you want to go back into it, I would be glad to, but I would 
like to say this: That this work is already proving of value in the 
current service program. 

The calf crop report that I have just mentioned has been materially 
helped by the experimental work that we have done this past year in 
the 10 Southern States. It has given us a clue to problems in obtain- 
ing reports from farmers on the calf crop, and they are much more 
complicated than I thought, and more complicated than I think a 
lot of other people thought. We have made very valuable use of the 
work in this area in revising and developing better questionnaires and 
better questions, so it is paving off. 

We are asking next year for an increase of $115,000 in this research 
and development item. We feel that this work has developed to the 
point where we need to increase the sample in the South and expand 
it into some new areas, probably the Corn Belt. 

All of the work that we have done on determination of acreage and 
livestock numbers and objective measures of yield looks very promis- 
ing. We feel that the additional funds requested for the extension of 
this program will make this work more useful and of great assistance 
in this important field. 

I think, Mr. Chairman, that is all I have to start off with here. 


MORE DETAILED ESTIMATING OF CROPS AND LIVESTOCK 


Mr. We tts. Mr. Chairman, may I add a brief word of explanation 
on the increase requested? 

Several years ago the House Agriculture Committee appointed 4 
special subcommittee to review the crop estimates work. It was 4 
subcommittee which went rather thoroughly into what we were 
doing and indicated it believed the time had come to look at the 
application of newer statistical methods to crop and livestock esti- 
mating. The subcommittee was well aware that the crop and live- 
stock estimating service, as Mr. Newell indicated, depends very largely 
on farmers who as crop reporters give us their observations. At the 
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me time, there are times and places where a farmer’s opinion may 
ifer or for other reasons fail as accurate indicators, and the question 
as: Are there more objective measures which are worth investi- 
ating? 

Following that, this committee and the Congress gave us $100,000 
o begin research and development work looking toward an improved 
program. 

When we appeared before the House subcommittee, it was agreed 
hat no new method could be adopted immediately, and, as a matter 
ffact, to go to the farmer-interview method entirely as proposed by 
ome would be extremely expensive. Although this money was for 
research, it was understood that it would be principally research of 
: pilot-plant nature. 

With the $100,000 available, we discussed with our panel of con- 
sultants the kind of things which they thought might best be done. 

hey felt (1) we ought to go in and get some objective measurements 
work on yield, actually going into the cotton fields and counting the 
number of bolls on the plant and correlating it with the final yield, or 
actually going into the cornfields, to find out how many ears of corn 
there was in the specific sample and relating that to the final yield. 

Asa matter of fact, I think, Mr. Newell, you do now have work along 
this line, going in at the end of the season to make a close check upon 
the vield to see how closely it agreed with the preliminary measure- 
ments and the farmer’s estimate of what the yield per acre would be. 
They also felt (2) in terms of acreage, in addition to sending question- 
naires to farmers asking them how much corn they intended to plant 
this year, compared with last year, or how much they had in culti- 
vation in July as compared to last year, that we ought to design an 
area or specific farm sample and have people actually visit those 
farms and review on the ground with the farmer what he had, to be 
sure we were getting accurate results. 

We did have considerable discussions with the consultants as to 
whether, with the rather limited funds we would have for this type 
of sample, we should scatter over the entire United States, or should 
concentrate in a selected region. 

It was our judgment, and the consultants agreed, that to take what 
money we had and spread it over the United States would give so 
thin a sample that all we would gain would be an experiment in the 
mechanics of administration; so that we have arranged an interview- 
type arrangement, have selected 100 counties which represent general 
farming in the 10 Southern States. We ask questions with respect 
both to acreage of crops and number of the various classes of livestock. 

In our crop estimating procedure we estimate acreages as of July 1 
and then do not change that acreage until the following December, so 
we are doing these farm interviews first of all in June, to help 
strengthen our July 1 estimates. 

As Mr. Newell indicated, he has already discovered some things 
about the calf crop in the South which is of current help, and I think 
we have been criticized more for our cattle estimates in Southern 
States than any one thing I can remember. 

We decided that we had better do the job in a limited area, where it 
would begin to give us some results, and we would have something 
to show, rather than spreading over the United States. 
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We are now well enough satisfied with what has been done in thy 
respect that we propose to expand it. The $115,000 increase we ap 
asking for this year will allow a few thousand dollars for some adi. 
tional objective experiments, probably some in cooperation with inst. 
tutions like the statistical laboratories at Ames, Iowa and Raleig\, 
N. C., where we have some people in the colleges doing some intensiy: 
work on yield. However, the larger part of the $115,000 would }y 
used to institute an actual interview sample of farmers in the maj 
Corn Belt, which we think is the next large farm area we ought t 
move into. With a Corn Belt sample, we would be a long way towan( 
covering the general farming areas of the United States; but I woul 
not be fair if I did not tell the committee if we got working well in th: 
next year or two we would then propose as a third step, to move into 
the major wheat areas. We think this will work in the general farming 
areas of the South, in the general farming areas of the Corn Belt, and 
in the general wheat areas of the Great Plains and the Pacifie North. 
west. 

There are some special problems when you get into the specialized 
vegetable and fruit area and perhaps in the mixed or part-time farm 
areas of the Northeast, which I am not sure the method that we ar 
using at the present time would solve. 

What we are trying to do is go forward a step at a time—to carry a 
pilot operation which will give us some really good research results, 
but which will, at the same time, tell us whether it is administratively 
practical to strengthen our mail questionnaire results by the interview 
techniqu2. 


RELATIONSHIP TO WORK OF THE CENSUS BUREAU 


Mr. Marsuauu. Does the Bureau of the Census make any use of 
the material which you get? 

Mr. Wettus. Mr. Chairman, the Bureau of the Census conducts a 
complete agricultural census once each 5 years, according to schedule. 
Our people work with the Census. We meet with all the Census 
Advisory Committees having to do with agriculture. As a matter of 
fact the Department’s representative for cooperative work at this 
time is Mr. Newell. 

Basically once each 5 years the Census gets a complete count on 
farms, but the number of census questions is always limited. | 
pointed out before, it is quite often 18 to 24 months after the census 
date before the information is available. 

It is our business to make estimates every year, and for some items 
every month—to keep as immediately current as we can. 

In other words, on July 10 or 12 we estimate acreage and probable 
yield of crops as of July 1 in each and every year, then follow witha 
new crop yield estimate each month through December. The Census, 
Mr. Marshall, is our main basing point and we could not go very far 
without it. Our problem to run on a fairly small sample, also to 
answer a great many questions which the Census does not answer. 
We work very closly with the Census. 

Mr. MarsHauu. You have certainly got the reporting down to 4 
very fine system. My question is not whether we ought to discontinue 
your work. But we are wondering if there is not a possibility that you 
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> 1 thai ould supply to the Census enough information so that we might take 




























© We ani -tion here to discontinue the 5-year Census report. 

ne addi Mr. Wetuts. Mr. Chairman, if you are doing the kind of work 

th Wsti7/vhich is done in our Division of Agricultural Estimates, you must 
aleigh, rom time to time have a benchmark « or a base point against which to 

tensive hock. 

ould bell We believe that the census every 5 years is very valuable. 

te Man We have discussed with the Census and with the Bureau of the 
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udget the possibility of replacing 1 of the 5-year censuses with a 
ather large sample which would be taken, let us say, every other 
year; in other words having a complete census once every 10 years, 
and have a very large sample survey once every other year in between, 















_ (10H at a cost which would be no more than the cost of two 5-year censuses. 
‘arming Rl However, I would impress on you the fact that our crop and live- 
‘lt, and Hl tock estimating system must have a benchmark against which to 
North Mii check its accuracy, certainly until we greatly improve what we are 
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clalized It is quite possible that as we move forward we might build up the 4 
farm Mi kind of system which would not require the benchmark quite as often, C 
We are Mand it might be possible—and the Census people have discussed this < 
at some length with us and some attention was also given to it by the 4 
Parry dM House subeommittee in their investigation several years ago of crop “= 
results, Mind livestoek estimates—to replace one of the 5-year censuses with 7 
tively MM cortain large-scale sample operations in between. 
eevee Mr. Natcuer. Mr. Chairman, I want to join with you in thanking a 
\Ir. Newell, for the fine statement that he has made to this committee. 
Mr. Newell, in my opinion, the Agricultural Estimates Division is 
one of the important divisions of the Agricultural Marketing Service. 
use of MOS I understand from your eee some 500 reports a year are 
issued; is that correct, Mr. Newell? 
oe Mr. NEWELL. That i is right. : a 
ial Mr. NaTCHER. Covering approximately 150 commodities? 
Tieden Mr. NEWELL. Yes. se 
bs of Mr. Natcner. Are basic commodities, such as wheat, corn, tobacco, . 
t this Ma "Ce, cotton, and peanuts covered? “4 
Mr. Newewu. Oh, yes. 
sal Mr. NATCHER. That to me, Mr. Chairman, makes this a very 
ar valuable service to the American farmer. 
eNSUS 










REINSTATING REPORTS ON POPCORN 








items 





Mr. Newell, at this time I would like to ask you a little bit about 
popcorn. 

It appears that some 250 million pounds of popcorn are raised in 
this country at the present time, and in my State of Kentucky alone, 
over $1 million worth of popcorn is raised each year. For a number 
of years the Department of Agriculture issued a July 1 report for 
popcorn and, I believe, this was discontinued. 

As a result of the discontinuance of this July 1 report, it places the 
grower, I think, at a disadvantage, due to the fact that the December 
report comes too late to be of use to the grower and consumer. 

As I stated, it leaves the grower and ‘the buyer in the dark as to 
just what the supply and the demand situation really is. 
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Mr. Newell, I feel that the proposals as submitted by your Depay, 
ment should include this necessary appropriation, which will be smg 
for a July 1 report for popcorn. How do you feel about this, \; 
Newell? 

Mr. Newe.i. Mr. Natcher, we have had considerable inquirig 
about this particular report. I would like to add to what Mr. Wel 
pointed out earlier in the hearing, that in 1952 we had to seek son 
way of reducing our workload. As a matter of fact, our forces in th 
field were contributing something in excess of $25,000 worth of ove. 
time every year, and with some reduction in funds we had to mak 
some retrenchments. There were some 40 items cut out of the py. 
gram at that time. The July popcorn report was one of them. Wi 
realize that it is important in a number of States, and we are symp. 
thetic to the request of the popcorn people to reinstate their July | 
acreage report but, with our workload, as it is, we are not in a position 
to expand our reporting service without the means to pick up this 
additional job. 

On popcorn, Mr. Natcher, I would say this: That we are presently 
covering only about 11 States. I think the maximum we ever covered 
was 12. 

However, in going back into a program of the sort that you are talk- 
ing about, we feel very strongly that at least six more States should 
be added to it, that is, we think that Colorado, Idaho, Tennessee, 
Virginia, Maryland, and Alabama should also be included in any 
restoration of this popcorn report. 

Mr. Natcuer. Mr. Newell, assuming that some 250 million pounds 
of popcorn is produced each year, this item, in my opinion, would 
justify a July 1 report. Approximately what would be the additional 
appropriation necessary? It could not be over $10,000, could it? 

Ir. NewELL. You came pretty close to the way we were figuring 
it. We figured about $11,000, for the July acreage report. Mr. 
Natcher I do think that we ought to provide for picking up those 
additional States. 

REPORTS ON HONEY 


Mr. Natcuer. Mr. Newell, to show you that I am not at all pre 
judiced about this matter, what about coat Is honey in approx- 
mately the same position as popcorn? 

Mr. Newe.t. Yes, sir. We have a number of requests for the 
restoration of the honey reports. The beekeepers have been quite 
anxious to have reports reinstated. 

In fact, there are two reports that they would like to have rein- 
stated on their schedule. We had to retrench there also. 

The situation is that they are getting one report a year on produc- 
tion, and they feel the same way the popcorn people do about it. 

Mr. Natcuer. Mr. Newell, is that a December report? 

Mr. NeweE tu. That is a December report. Several different types 
of programs have been discussed with us but some honey people have 
aren that the expansion include additional reports such as honey 
utilization. However, we have never gone into that particular phase 
of it. There again we are in the same spot as we are with popcor). 

Mr. Narcuer. Mr. Newell, what is the increase, as far as your 
Division is concerned, for the 1956 budget? 
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Mr. NewE.u. The increase is $115,000, but that is for the research 
nd development program, Mr. Natcher. As Mr. Wells and I ex- 
lained, that is where we would use that. 

Mr. We.tus. There is no increase for the regular statistical reporting 
INQUirieMiEservice. 

Mr. New... There is no increase for regular service reports under 
eek somfim/which we would undertake such things as you are talking about. 

Mr. Natcuer. Thank you very much, Mr. Newell. Again I want 
to thank you for your fine statement 

























MARKETING SERVICES PROGRAM 






Mr. MarsHauu. Our next item is Market News Service. 
Mr. Wetus. Mr. Lennartson, who is Deputy Administrator in 
charge of the Marketing Service work, is here. With your permission, 
I would ask him to handle the Marketing Service item. 
Mr. Lennartson. Mr. Chairman, I will be discussing what has 
been termed in Agriculture for many, many years the Marketing 








resently m. t mac _ i l 4 

coverei services. This is an item constituting some $23 million, including es 
approximately $11 million which are appropriated and $12 to $15 P 

re talk. million resulting from fees charged for the service performed there- ( 

- should Mm under. ‘y 

iNessee, Marketing Services cover a number of broad projects, such as the ie 





nationwide Market News Service, in which we have a very high 


in any 
degree of cooperation among some 34 States under cooperative agree- 













pounds ments and who likewise contribute substantial sums for this service. “ 
would lt covers inspection and grading and standardization activities for : 

litional MM Which an appropriation of some $6 million is made annually. The rest 

d it? of the cost ($12 to $15 million) is derived from fees and other 





revenue for services performed. Some revenue is also deposited to 

miscellaneous receipts of the Treasury. In 1954, 79 percent of the cost 

of this project was covered by revenue. 
The marketing services likewise cover a number of very important 

regulatory acts, the principal ones being the Packers and Stockyards 

Act, the Federal Seed Act, and the United States Warehouse Act. , 
Also another project, though small in total appropriations, some 

$161,000, is the freight rate service. This work is performed by the 

Department by appearing before the Interstate Commerce Commis- 

sion and other regulatory bodies, furnishing basic information to the 

farm organizations, the cooperatives, the State agencies, and so on, 

who are interested in freight rate structures in this Nation. 
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» reil- 
, MARKET NEWS INCREASE PROPOSED FOR 1956 
‘odue- 
: With respect to the market news item, we are requesting an increase 
of $125,000 in 1956 fiscal year. 
types This $125,000 has been distributed over a number of items and a 
have #® Lumber of commodities in order to give fair consideration to all of 
1oney them. 
phase EXPANSION OF TRUCK RECEIPT COVERAGE 
corn. 





The most important single item, however, is a request for $60,000 
to expand the reporting work on truck receipts of fresh fruit and 
vegetables in the terminal markets. 
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As you probably know, in the past, rail receipts at terminal markets 
were outstandingly important, but in recent years there has been q 
very substantial shift to the truck movement of fruits and vegetables. 
Currently, about 55 percent of the total commercial movement of fresh 
fruits and vegetables moves by truck. 

Now, at the time, or during the period when the bulk of these 
receipts were received by rail, we had a very active reporting system 
developed in cooperation with the railroads and market agencies. This 
does not hold true, however, with respect to truck receipts. 

So, as a result we have quite a void in our reporting system with 
respect to these commodities insofar as truck movements are concerned. 

We are doing some work and have for some years attempted to 
report receipts at a number of the terminal markets such as in Boston, 
Cleveland, St. Louis, and New York. 

With this additional $60,000 we propose to do two things: 

One, to expand the present reporting system in the terminal mar- 
kets that we are partially covering now, and also to develop reporting 
services in other terminals where no work is now performed, such as 
Minneapolis and St. Paul, with which you are acquainted; Birming- 
ham, Ala.; Portland, Oreg.; and cities of that nature. 

We feel that with this additional $60,000 we will be able to reflect 
fairly accurately probably 50 percent of the receipts now arriving at 
the important terminal markets. 

Naturally, we don’t anticipate that we will ever be able to report 
them 100 percent. We are hopeful that in the long run, in years to 
come, funds will be made available whereby we could eventually re- 
port a clear picture on about 75 percent of the fruit and vegetables 
arriving in all the terminal markets of the Nation. In other words, 
to get a composite picture of what is available in these markets on 
any given date. 


MARKET NEWS COVERAGE IN PRODUCING AREAS 


Another portion of the increase is an item of $12,500 where we 
hope to institute, on a seasonal basis, reporting in at least three im- 
portant vegetable producing areas. One of these is a seasonal office 
to be established at Grand Forks, N. Dak., to report the potato mar- 
ketings in the Red River Valley. ‘This is not now being done. 

There are some 25,000 to 30,000 cars of potatoes shipped from 
that area annually, and we desire to establish there, in cooperation 
with the States who will join with us in financing this project, a 
seasonal market reporting office to cover that commodity. 

Mr. MarsHauyi. When you say in cooperation with the States, you 
mean which States? 

Mr. LenNARTSON. Minnesota and North Dakota combined. They 
have indicated a willingness to put up half the money and this is to 
finance the other half. 

We feel that we have a responsibility there fundwise because of 
the impact on markets in other regions, but on the other hand it 1s 
also very important to the States directly affected and that is con- 
sidered in the financing of such services. 

Another seasonal office is proposed to be established at Payette, 
Idaho, to report the marketing of the potatoes and onions in the 
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producing area along the Oregon-Idaho border where some 15,000 
-arlots of products are shipped annually. 

These last two marketings are not covered at the present time. 

A third seasonal office is proposed to be established at Klamath 
Falls, Oreg., to report on the marketings of potatoes in the area of 
the Oregon-California border, where another 15,000 carlots of potatoes 
are shipped annually. 
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This In each of these three seasonal offices the States will share in the 
fnancing which is in keeping with our market news plan which this 

with fgcommittee asked us to adopt. 


med. Mr. MarsHaut. Returning to this Grand Forks proposal, as I 
d to understand it, facilities at Fargo are not such that they can properly 
ston, report. ; 

Mr. LENNARTSON. There is no reporting service there at all. 

Mr. MarsHauu. There is no reporting service at Fargo? 


mar- Mr. Lennartson. Not so far as we are involved. Both States 
rting have indicated their desire to have the service. 4 
h as Another important item is to establish a day-to-day rice reporting l= 
ning- JM service at New Orleans. At the present time the Department issues 

some reports on a weekly basis out of Washington deriving their 
flect information from a rather unsatisfactory arrangement in the produc- x) 
iz at ing area. We are proposing here to establish a central office in New = 


Orleans to report the prices and movements of rice in four States— 
— ss — . 
port jm Mississippi, Louisiana, Texas, and Arkansas, which in 1954 produced 
rs to fe 2bout 80 percent of the rice in this Nation. 


v re- Mr. MarsHauu. How much money is involved in this program? 
tbles Mr. Lennartson. This is a $17,000 item from the standpoint of 
yrds, the Federal appropriation. 

Ss on The States have indicated a willingness and have assured us that 


they will finance the gathering of information within their respective 
States. It appears now that it may boil down to about a 50-50 prop- 
osition with us furnishing $17,000 and the States, in turn, furnishing 
about $17,000 for service within their respective States relaying the 


» we data into this Federal office where we will disseminate it nationally 

im- as well as locally. 

flice Another item of $8,100 is for cooperation with the States of Florida 

nar- ind Nebraska to develop a market news service on eggs and poultry 
in those two States. They will share on a 50-50 basis the total cost 

rom of the offices. 

tion Those two projects are designed to provide to Florida and Nebraska 

t, a information from our terminal markets outside of the States. The 
two States are to furnish information of a local character collected 

you from the markets in their States which we will pick up and disseminate. 

This, as I say, will be on a 50-50 sharing basis. 

‘hey Another item is to establish a market news reporting service at the 

is to rather important livestock yards in Lancaster, Pa. There, too, the 
State will share with us the cost of the service on a 50-50 basis. 

e of Mr. MarsHa... This is a station that Congressman Dague expressed 

it is in interest in. 

ron- Mr. Lennartson. I think he has. We have been desirous of 
going there for some time because it has become one of the most 

tte, important livestock marketing centers along the East Coast. 


the Mr. Marsnauty. How much money will this require? 


58682—55—pt. 3——5 
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Mr. LENNARTSON. We are contemplating some five or six thousand 
dollars, with the State putting up a like amount. 


IMPROVEMENT OF SERVICE ON ALL COMMODITIES 


We have another item of $8,695, which is the beginning of a pro. 
gram which we have wanted to initiate for a long time. That is q 
matter of a trainee program. Approximately, in the 155 market 
news offices which we have scattered throughout the Nation, about 
half are one-reporter offices where the time is completely involved jy 
a day-to-day operation. 

In the case of sick leave or. vacations we have found it extremely 
difficult to find adequate qualified temporary help to send into those 
offices. We are proposing through this program to begin with two 
trainees. This will give us an opportunity to train those people to 
replace permanent market newsmen in the event of retirement, but 
while they are in the training program they will be available to us as 
relief reporters for the one-man office type of setup. 

Ninety-five hundred dollars of this item is to expand our teletype 
service between Kansas City and the West Coast. The circuit there 
has been operating at about capacity for some years and it is essential 
that we expand that service to provide for at least 3 more hours of 
message transmittals a day. A supplementary circuit is needed in 
order to provide some extremely important information at the time 
it is needed. 

There is another small amount of $4,000 to add an additional 
clerk in the grain market news office here in Washington, D. C., to 
strengthen the analysis of market news data so that essential infor- 
mation gathered may be put in usable form and disseminated to the 
public. That covers the market news item, Mr. Chairman. 

I do not know whether you want to raise any questions while I am 
on market news. I think it probably would be more convenient if 
you wish to do it. 


REQUESTS FOR MARKET NEWS SERVICE 
WASHINGTON, D. C., MARKET ON FRUITS AND VEGETABLES 


Mr. MarsHauu. We interrupted as you went along and asked 
some questions. There has been some request about Washington, 
D. C., marketing service. 

Are there any additional requests that you have had? I think the 
committee would be interested in those. 

Mr. Lennartson. Well, I might comment in this respect. This 
by no means reflects the demands which we have had for expanding 
the market news service. They would go far beyond the $125,000 
we are requesting here. 

Yes, we have had requests. For a number of years we have had 
requests to do something about the Washington market on fruit and 
vegetables. We have likewise had requests from Louisville and—| 
did not bring with me a record of all the requests we have had, Mr. 
Chairman, but we can furnish that for the record if you so desire. 
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In applying the $125,000 we have selected items which have been 
long standing and which we feel should be given top priority. 

Mr. MarsHa.yi. Congressman Hagen, from California, has been 
expressing some interest in a marketing news service for the San 
Joaquin Valley at Visalia, Calif. 

Mr. Lennartson. On what commodity, Mr. Chairman? Do you 
have that? 

Mr. Mars#auu. That was on livestock. 

\r. LENNARTSON. I am not aware of that, but I could check and 
furnish for the record any information we might have on that. 

Mr. MarsHa.u. He says here, quoting his letter so that you may 
comment further: 

In order that you may have complete details I will review some of the history. 
Up to 1949 the livestock branch marketing news service was established only on 
the South San Francisco and Los Angeles stockyards with very minimum coverage 
of country transactions by farmers, feeders, and others having central markets 
within nearby areas. 

In 1949 the California State Legislature appropriated $14,000 to extend this 
service to the Stockton and Visalia markets with a limited coverage in the areas 
adjacent to those 2 markets. This has proved of great value to livestock pro- 
ducers located not only in close proximity to these two markets, but also in more 
distant counties and States where the reports are now disseminated to them. 

We will give you the copy of this letter and you might comment 
on that. 

Mr. Lennartson. I will be happy to have it reviewed from the 
standpoint of what the Federal responsibility should be on this 
versus the State responsibility. 

California is one of the States where we have found an exceedingly 
fine spirit of cooperation and it is one of the few States putting more 
money into market news than is the Federal Government. 

We would be very happy to place something in the record with 
respect to this. 

Do you want me to place something in the record with respect to 
Washington, D. C.? 

Mr. MarsHauu. Yes, if you will comment in the record, that would 
be sufficient. 

Mr. LENNARTSON. And on other requests which we have had? 


REQUESTS FOR MARKET NEWS SERVICE 


Mr. Marsnauu. We would like Louisville as well as Washington. 
We would like to have them all. 
(The material referred to follows:) 


HIGAN LIBRARIES 
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Agricultural Marketing Service—recent and pending requests for Market Nes 


Service 





Commodity group and leeation 


Coverage requested 


Esti- 
mated 
total 
annual 
cost 


Financing plan 


Federal 


‘State and 
loca’ 


Dairy and poultry products: 
Des Moines, lowa 


Alabama, Virginia, Dela- 
ware and Maryland, and 
North Carolina. 

a Increased coverage, eggs and poultry _. 

Cincinnati, Cleveland, and | Increased coverage, eggs and poultry 
Detroit. and improved dissemination. 

Wisconsin Poultry and egg and expand dairy - - -- 

Missouri and Minnesota New work on turkeys___.-__...-...... 

Illinois Price paid at producer level for poultry 


and eggs. 
Fruits and vegetables: 

Southeastern and southwest- 
ern areas. 

Washington, D. C........... 

North Dakota____.- 

Payette, Idaho 

Klamath Falls, Oreg 

Louisville, Ky e 

Oregon, Washington, Idaho, 
Colorado, Maine.! 

Atlanta, Boston, St. Louis, 
Minneapolis-St. Paul, 
Cleveland, Portland, Dal- 
las, Fort Worth, Pitts- | 
burgh, Kansas City, New 
Orleans. 

About 50 additional receiv- 
ing markets not now cov- 
ered.! | 

Washington, D. C.!__..._.._. 


Shipping point prices on butter in 
Towa and Minnesota. 
Increased broiler coverage Ze 


$20, 000 
500 


Fruit and vegetable market 

Red River Valley potatoes ___. 
Eastern Oregon-Idaho vegetables_. 
MII, i oe 2 eo cee wild eget 
Initiate serviceon fruits and vegetables 
Origin point truck shipment reports__- 


Develop complete truck receipt re- 
porting (5,500 per office). 





Initiate truck receipt reporting 148, 750 


Field supervision and clerical force to 60, 750 
compile truck data. 
Grain, hay, feed, seed, rice, hops, 
and beans: 
Denver, Colo Dry beans in Intermountain States 
(Wyoming, Colorado, Utah, Ne- 
braska, New Mexico). 
Dry beans, Michigan, and New York-- 
Southern rice producing area____..___. 
_.| Grass seed for Southern States 

| Strengthening service on grass seed__- 

| Hay in New England, New York, 

| _ Pennsylvania, Ohio, Michigan. 

Improve service on hay and hops_-. 
| Expand grain report to cover these 

markets. 


10, 000 


Lansing, Mich 
New Orleans, La 
Atlanta, Ga 
Portland, Oreg 
Northeastern area 


17, 300 
29, 000 
16, 400 
11, 000 
26, 000 


3, 500 
6, 600 


8, 650 | 
17, 000 
8, 200 
5, 500 
13, 000 








3, 500 
6, 600 


Portland, Oreg 

Toledo, Memphis, St. ‘Louis, | 
Louisville, and Cincinnati. 

Livestock: 

Springfield, Mo 

Milwaukee, Wis_________- 

Cleveland, Ohio-_- 

Stockton-Visalia, Calif., and |_- 
feed lot transactions. 

Tulsa, Okla__-_-- 

Lancaster, Pa___.._- 

Muncie, Ind__._- 


6, 000 

6, 000 

6, 000 
14, 900 | 


6,000 
6, 000 
6, 000 
14, 000 


11,00 
6, 000 
16,000 


12,000 | 
12, 000 
12, 000 
28, 900 


22, 700 
12, 000 
32, 000 | 


11, 700 | 
6, 000 
16, 000 





_., Direet hog marketing, Indiana, and 
181, 325 


Total_- 522, 675 | 


| 704, 000 


‘ 


! These 4 items are interrelated parts of the complete truck movement information outlined in the Depart- 
ment’s Plan for Development of the Market News Service for which there is a continually growing demand 
from the fruit and vegetable industry throughout the United States, primarily producers and shippers. 


There follows a detailed statement on Washington, D. C., Louisville, Ky., and 
Visalia, Calif. 


MARKET NEWS SERVICE ON FRUITS AND VEGETABLES AT WASHINGTON, D. C. 


The Washington, D. C., market is one of the larger consuming markets of the 
country and an important price-making market for large eastern producing areas 
ranging from Maine to Florida. There has been considerable demand from 
producers in this area as well as dealers on the Washington market for a market 
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3, 000 


2, 750 


5, 600 


8, 500 
5, 000 
3, 750 


10, 000 


8, 650 
12, 000 
8, 200 
5, 500 
13, 000 


6,000 
6, 000 
6, 000 
14, 000 


11, 000 
6, 000 
16, 000 
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news service here. 1954 unloads of fruits and vegetables in Washington were 
14,324 carlot equivalents, arriving from 38 States and several foreign countries. 
Washington is currently the largest city of the country without a market news 
service. This service is included in the approved market news plan. The esti- 
mated cost for such an office which should be borne entirely by Federal! funds is as 
follows: 


Salaries (1 reporter and 1 clerk) - -- -- ; . $8, 975 
Duplicating and postage___ 3, 000 
All other (travel, miscellaneous, supplies, ete.) ___ ‘ 525 

TO@Ns oaactane=sa Rietecians eee se Daccmeaars 12, 500 

















MARKET NEWS SERVICE ON FRUITS AND VEGETABLES AT LOUISVILLE, KY. 





The approved market news plan contained provision for a full terminal market 
office at Louisville, Ky. Louisville is the center of a rather large producing area 
in north-central Kentucky and southern Indiana; also, it is a rather important 
distribution point, particularly for truck movement of fruits and vegetables 
moving from the South to northern markets, and conversely from northern 
producing areas to southern markets. The present movement through this city 
is approximately 8,000 to 9,000 carloads of fresh fruits and vegetables annually 
for which no reports are presently being issued. 

The total estimated cost of an office to cover this service would be $19,500, 
with the Federal share $14,625, or 75 percent, while the State would be expected 
to provide the remaining $4,875. The total amount consists of: 


Galazion Ci FRRUON GUND TOONE vie sciceie Sein dsinn cncciwies Seen cto san See 
Communications, including penalty mail and leased wire__---_- ; 4 5, 925 
All other (travel, supplies, rent, etc.)_....__...--..------ CELA 2, 600 


Re ste ole aie et a ee. . Vote Ae Pease od ; 19, 500 





MARKET NEWS SERVICE ON LIVESTOCK AT VISALIA, CALIP. 









The limited market news service on livestock now provided on the Visalia 
market was initiated in 1949 by the State of California as an extension of the 
service at Stockton. The information from both markets was needed primarily 
by producers in nearby areas. Because of the local nature of the data collected 
and disseminated the Stockton service was classified as category ILL in accordance 
with the market news plan developed in 1950 and no change or expansion of the 
service at either Stockton or Visalia appeared necessary at that time. 

With the rapid population growth in California during recent years, the State 
has become a deficit area for beef, lamb, and pork. Much of the livestock industry 
has changed from cow herds to farm and feed-lot operations which includes large 
commercial feed lots and hundreds of small farms. To meet the demand firem 
farm and feed-lot operators, cattle now come into the State from producers all 
over the area west of the Missouri River. The livestock is being marketed at the 
feed lots and at country points rather than et terminal markets. In 1954 the 
cattle marketed at Los Angeles, San Francisco, and Stockton, California’s 
3 principal terminal markets, represented only 27 percent of the cattle slaughtered 
Within the State. However, at Visalia, an auction market, receipts increased 
from 26,400 head in 1940 to 102,000 head in 1954. In addition, about 35 percent 
of ell cattle in the State of California are in the San Joaquin Valley with Visalia 
as the focal point. The commercial feed-lot capacity of the State is now estimated 
at 655,000 head. It is estimated that more than 500,000 stocker and feeder cattle 
were imported into this area in 1954 from Arizona, Colorado, Idaho, Kansas, 
Montana, Nevada, New Mexico, Oklahoma, North Dakota, Oregon, Texas. 
Utah, and Wyoming. 

_ Because of the broad regional nature which now characterizes the information 
in this area the data provided are considered category II. The establishment of 
a service at Visalia, at a cost of $14,900 to be financed from Federal! appropria- 
tions, would match funds furnished by the State of California for financing the 
Stockton office. This would be in accordance with category II of the financing 
provisions in the market-news plan which provides for cooperative financing of 
such operations. The 2 reporters (1 each at Stockton and Visalia) would cover 
all of the San Joaquin Valley and expand the activities in the Sacramento Valley 
and the Mother Lode area, including the Stockton terminal market, the Visalia, 
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and Madera auction markets and country and feed-lot transactions throughoy 
the area. 
— amount would provide for the following: 


r. MarsHAuu. Will you proceed with your next item? 
DECREASED BUDGET FOR INSPECTION SERVICES 


Mr. Lennartson. The next item I wish to discuss is the project of 
mspection, grading, classing, and standardization. Here we are 
reflecting a decrease of $320,000, of which $220,000 is a decrease in the 
item for. inspection and grading for frssh fruit and vegetables, and 
$100,000 is a decrease on poultry products. 

This reduction is in keeping with the program of long standing in 
the Department attempting so far as practicable to make the permis. 
sive inspection and grading services pay their own way. On page 1§ 
of the written justifications there is a table setting forth the status of 
these individual services with respect to the percentage of the costs 
covered by revenue. 

Mr. Marsuauu. The table may be made a part of the record. 

(The table referred to is as follows:) 


The following table shows by commodity group the estimated cost and source 
of funds for permissive inspection and grading for fiscal years 1955 and 195 


Paid from— 

aaa Percent 
Commodity or commodity group covered by 
Revenue Appropri- | revenue 
earned ation 


Cottonseed 

Dairy and poultry products_- 
Fruits and vegetables - - 
Livestock, meats, and wool 
Naval stores__ _-- ee 
Rice, hay, beans, ete. 


100 0 
98. 0 


100.0 


i 
pec! Oaire 
Fiscal year 1955: a 


12, 518, 700 


96.8 





Fiscal year 1956: 
37, 275 100.0 


Dairy and poultry 5, 000, 775 100.0 
Fruits and vegetables ‘ 3, 566, 330 3, 566, | 100.0 
Livestock, meats, and wool 3, 181, 195 3 100.0 
Naval stores 45, 270 19,1 42.3 
658, 855 CUE BEG i bebcr otis nk sci 100.0 


12, 489, 700 12, 463, 600 








1 For inspection and grading of poultry products only. 
? For inspection and grading of fresh fruits and vegetables only. 
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98.0 
93.9 

100.0 
42.3 

100.0 


96.8 
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100.0 
100.0 

42.3 
100.0 
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Mr. Lennartson. In all cases except fruit and vegetables, poultry, 
and the naval stores, the service is practically wholly self-supporting. 
In the event that this reduction is made, we would expect to have all 
of the services paying their own way in 1956 with the exception of 
naval stores which is a relatively small project and it is unlikely that 
we will ever be able to assess adequate fees to cover the whole cost 
of that service. 

| am discussing here at this moment only those services which we 
classify as voluntary and for which fees are assessed. 

In addition to these inspection and grading services, we have others 
under which we are required by law to provide the service free of 
charge. I am speaking primarily of the cotton-classing service and 
the tobaceo-inspection service. 

In addition to that we have the Grain Standards Act where we 
maintain a supervisory group of employees who are paid for through 
appropriations. ‘They are supervisors over a rather large group of 
licensees who are not Federal Government employees, but who may 
be employees of States or local exchanges and so forth. 


COST TO TAXPAYER OF INSPECTION SERVICES 


| have other tables that should probably be inserted in the record 
covering all of the services, reflecting their cost, the amount of fees, 
and other income which is derived from the sale of samples and so 
forth, and which will supplement the table on page 18. 

Mr. MarsHA.u. We will place that in the record also at this point. 

(The material referred to is as follows:) 
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Mr. Lennartson. With these comments, I am open to questions 
on this, Mr. Chairman. 

Mr. MarsuHatu. As it has been mentioned earlier, members of this 
committee—and perhaps other Members of Congress—are receiving 
a considerable volume of correspondence on this proposed reduction, 
Would vou comment on the reasons for the great interest in this item? 

Mr. Lennartson. There has been considerable interest reflected 
with respect. to the proposed appropriation cuts on the item for jp. 
spection and grading of fresh fruits and vegetables. That interest 
develops in this way: 

The $220,000 is primarily used for terminal market inspection and 
in order to be absorbed through any increase in rates there are a 
number of approaches which we can take. 

First, we could increase the rates on terminal market inspection to 
cover this item of $220,000. This would require about a 30-percent 
increase in rates. 

In the event the rates resulting from that increase would reach a 
point of diminishing returns, it might be necessary for us to go to the 
people in the various terminal markets affected and require that they 
underwrite the service to prevent its discontinuance. 

There is a third approach which could be made and in which all 
States are extremely interested. We could consider the whole fresh 
fruit and vegetable inspection service, both shipping point and ter- 
minal, as one project and go back to the States requesting that they 
increase the amount of money provided to the Federal Government 
to carry on that whole service as a unit. 

There is no question but there would be considerable resistance in 
that respect and I think that feeling is fundamental to the very deep 
interest which is being reflected nationwide on this particular item. 

We have Mr. S. R. Smith, who is Director of the Fruit and Vege- 
table Division here. You may want to inquire of him further on some 
of the impact of this item. 

Now, with respect to poultry, the $100,000 cut is likewise generating 
considerable interest by virtue of the fact that we will be required to 
increase rates as we did last year. 

The $100,000 item will likely call for some 2%- to 3-percent inerease 
in prevailing rates on the poultry products. 

Mr. Marsuatu. Would you tell me what the increase in rates 
would be on these? 

Mr. Lennartson. Last year, when this item was up for considera- 
tion, it appeared to us that it would be necessary to increase the rates 
for inspection on fruits and vegetables in terminal markets from $9 
to $12 a car. 

Mr. Situ. That is correct. 

Mr. We ts. I think one reason why you are receiving these com- 
ments especially on the terminal market inspection of fruit and 
vegetables is the feeling on the part of some organizations that if these 
rates were increased there might be a falling off in the volume of 
terminal inspection and the growers feel that they have an interest in 
this as well as the people at the terminals. 

I think that is the reason, as I started earlier to tell Mr. Andersen. 
I think it is a question of what this might do to participation. 

Mr. MarsHa.u. Will you proceed. 
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MARKETING REGULATORY ACTIVITIES 











of this Mr. LENNARTSON. I will pass on now to the regulatory activities 
elving Mi, which we are reflecting an increase for only one of the projects, 
iction, ME that being the United States Warehouse Act. 

item? We are “requesting an increase of $34,500. The activities under the 
flected HM United States Warehouse Act over the last 10 years have grown 






for in. 


substantially by virue of the fact that storage programs on grain and 
iterest 


cotton have expanded in this country. 
Prior to World War II we were able through the funds provided at 
that time and because of the smaller number of warehouses licensed, 









Nn and 









are aM to inspect these warehouses or to make visits to them on the basis 
, of roughly four times per year. 
10n to At the present time we are only averaging about 1% times per year 






ercent 





per warehouse. 
In view of the fact that these institutions are storing farm com- 
modities valued at something over $3 billion at any given time, we 









ach a 





to the HM have for some time been extremely concerned as to the number of 

i they H@ visits our warehouse examiners were able to make during the year to 
the individual warehouses. 

ch all We are not saying that four examinations a year is the proper goal. 

fresh HM But we have come to the conclusion that certainly in view of the 

l ter- _responsibilities which we have to the warehouses, and which they have 


they 


to the people who are storing commodities, that at least two visits a 
ment 


year should be made to each Jicensed warehouse. 

This $34,500, while it will help somewhat, is not going to enable us 
to reach that goal. But it will make it possible for us to add a man at 
four of the field offices and particularly to permit us to have a super- 


ce in 
deep 


HIGAN LIBRARIES 













































m. visor in the Washington office who can visit our field offices and thus — 
vege- MM keep in close touch with the activities and the problems. Bs 
some At the present time, it is seldom that anyone irom the Washington 
; office is able to visit even the supervisory offices in the field, and we 
Ming MF think it highly desirable that this activity be strengthened through 
‘d to this increase to the extent that we possibly can. 
The total budget on the Warehouse Act is some $638,000. We cS 
panne are asking for an increase of $34,500. i 
Now, those are the three items, Mr. Chairman, 2 which we are 
rates asking for some adjustment in the base of last year. We are not 
asking for any increases under the Packers and Stoc liane Act, or a 
lera- under the Federal Seed Act in the regulatory category; nor are we 
a asking for any change in the appropriation for the freight-rate service. 
Lh de 
POSTING ADDITIONAL STOCKYARDS 
om- Mr. MarsHauu. We have a letter from our colleague, Carl Albert, 
and calling our attention to the fact that a prohibition was placed m the 
hese appropriation act against a posting in the stockyards in ‘Texas, 
of whereas Oklahoma was not covered. They have much the same 
t in problem and this appears to be discriminatory. 
Would you comment on that? 
en. Mr. Lennartson. I would like to comment on that, sir. 





Under the Packers and Stockyards Act, all public stockyards hav- 
ng 20,000 square feet or more in area are subject to posting under 
the act. 
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However, because of limitations in the appropriations and fun 
we have only been able to post some 333 of the 600 or more yards 
which are subject to posting under the act. Ve 

The policy in the Department, and it is one of long standing, has 
been that we will not post additional yards unless we can give then 
proper supervision. 

Some time back—about 1949—the Department developed a posting 
program for the Packers and Stockyards Act which was, over a period 
of 3 years, designed to furnish adequate funds to post and supervise 
operations at all additional eligible yards. 

The first year the program was presented in the budget some 
$83,000 was approved by the Congress by way of an increase to post 
additional yards the following year, which was done. 

The second year of the program, however, a request for an additional 
$50,000 was made and the folks from Texas opposed that very vigor. 
ously—that is, some folks from Texas opposed that vigorously, with 
the result that no additional increments have been made in that 
program from that time on. 

As a result we essentially stopped posting additional yards. 

Now, prior to that it had been the program of the Livestock Divi- 
sion to go into a State and post all the yards in the State. They did 
that in Oklahoma, I think it was in the year 1950, so that all the 
yards eligible for posting in Oklahoma were posted. 

In Texas, however, there are 14 yards posted and still 29 eligible 
for posting. 

We frankly do not feel that we should post additional yards unless 
we can give them adequate supervision because when we post a yard 
we are essentially telling the producers and others who sell livestock 
that this yard is regulated under the act, which means protection in 
the matter of bonds, the matter of financial liability, the licensing of 
the dealers on that yard, the matter of rates, and the matter of serv- 
icing facilities that are employed. 

What is being reflected now in cases such as in Oklahoma, is the 
desire to have all competing yards posted so that they deal under the 
same competitive circumstances. 

Mr. MarsHauu. Our colleague asks us also about a regulation that 
you have that does not allow owners of the sale barns to place a bid 
on cattle sold in the barn. 


PACKERS AND STOCKYARDS REGULATIONS 


Mr. Lennartson. I would like to provide for the record an answer 
based on the exact wording of the regulations, Mr. Chairman. 
(The material referred to is as follows:) 


CONDENSATION OF CERTAIN TRADE PRACTICES UNDER THE PACKERS AND 
SrockyaArps ReGcuiations (201: 57-201: 62) 


T. Pested and registered livestock agencies are permitted to purchase livestock 
from their consignments for these purposes: 

(a) To protect the legitimate interests of livestock consignors when due \ 
lack of competition or other reasons, livestock would not otherwise bring its 
true value. 

(b) To fill orders for livestock on an ageney basis for others. 

Il. Owners of auction markets and their employees other than key employees, 
such as auctioneers, may purchese livestock out of consignments to stock thei 
farms or ranches. 
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In each of the above-mentioned instances the market agency must publicly 
ynounce end report in its accounting to the consignor of livestock its interest 
in the purchase. 

Market agencies, their individual owners, and employees are strictly prohibited 
fom purchasing livestock out of consignments for their own speculative accounts. 

Bona fide owners or consignors of livestock may exercise such rights as are 
conferred on them by the laws of the State in which the auction market is located 
relating to sales of livestock at auction. Under most Stete laws, owners or con- 
signors of livestock are permitted to make one bid on their own cattle. 
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FRUIT AND VEGETABLE INSPECTIONS SERVICE 





Mr. Natcuer. Mr. Chairman, I would like to point out that the 
Department’s failure to include the item on inspection service for 
fruits and vegetables has brought about a number of letters to my 
ofice in regard to this particular matter. I have pointed out once 
before a letter that I received from Mr. Paul W. Swisher, the Com- 
missioner of Agriculture of the State of Colorado, in regard to this 
matter. 

I pointed out, Mr. Chairman, that for instance, he states: 
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“—. 

In Colorado we have come to depend more and more on the inspection services C 

- Divi. and by cooperative agreement we are performing joint Federal-State inspections. ; 

ev did We have several programs in the State where a shipment of our agricultural prod- 
ill] the ucts are marketed under marketing agreements. nder the encouragement of ) 
the Federal Department inspection is required on all shipments. This inspection _ 

, would be reduced greatly in effectiveness if the market inspection is not available 
ligible to substantiate the correctness of the shipping point inspection and assure the J 





shippers of a means of making delivery at destination on their shipments. 

Approximately 90 percent of all Colorado shipments move in interstate 
commerce, 

Another factor is the fact that 75 percent of Colorado products moves by truck 
and this, of course, requires more available destination market inspection coverage 
rather than less as the trucks move faster and reach many more market areas 
than was the case in former years when less production was moved by truck. 
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I believe, Mr. Chairman, that this particular item was left out by 
the Department last year and placed back in by this subcommittee; 
is that correct. 

Mr. MarsHatu. That is correct. 

Mr. Natcuer. That is all, I believe, Mr. Chairman. 

Mr. MarsHauu. Mr. Wells, we have two items on which we would 
like for you to supply information for the record. 
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LANGUAGE CHANGES AND PASSENGER MOTOR VEHICLES 





One is the language changes, and the other is a replacement of 
passenger vehicles. 
Will you place that in the record? 
Mr. Weuuis. We have the material on that and we will be glad to 
place in the record anything else relating to the Marketing Service 


iswer 















UND appropriation, Mr. Chairman, because this completes our testimony 
on the Marketing Service, unless there are questions. 

stock (The material referred to follows:) 

ue W CHANGE IN LANGUAGE 

ig its se 

rhe estimates include a proposed change in language of this item as follows 

‘new language italic) : 

yees, For expenses necessary to carry on research and service to improve and develop 

their marketing and distribution relating to agriculture as authorized by the Agricul- 





tural Marketing Act of 1946 (7 U. S. C. 1621-1627) and other laws, including the 
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administration of marketing regulatory acts connected therewith: Provided 
That appropriations hereunder shall be available for the construction, alteration, ang 
repair of buildings and improvements, but unless otherwise provided, the cost of 
erecting any one building shall not exceed $7,500 and the cost of altering any oy 
building during the fiscal year shall not exceed $3,750 or 2 per centum of the cost of 
the building, whichever is greater: * * * 

The proposed change in language would provide authority for the ereetion, 
alteration, and repair of buildings and improvements as required for the condyer 
of marketing research and service activities. 

The recent reorganization of the Department provided for the transfer ty 
the Agricultural Marketing Service of certain scientifie functions, including |ab. 
oratories and buildings and equipment required for their support. Authorit) 
for the erection, alteration, and repair of the facilities was previously authorized 
in the appropriation language of the former Agricultural Research Administra. 
tion from which the functions were transferred, with limitations which had beep 
in effect for a number of years on the amounts which could be used for erecting 
or altering any one building. 

The proposed change in language would permit the Agricultural Marketing 
Service to continue to maintain the facilities required for scientifie functions, 
to erect small buildings which are needed from time to time because of program 
changes, or because existing facilities become worn out or inadequate. It js 
proposed that a limitation of not to exceed $7,500 be provided for the cost of 
erecting any 1 building, and a limitation of $3,750 on the cost of altering an 
1 building. These limitations are the same as those proviced in 1955 and pro- 
posed for 1956 for the Agricultural Research Service. 


PASSENGER MOTOR VEHICLES 


The 1956 estimates provide for the replacement of 75 passenger cars repre- 
senting 18 percent of the total of 418 cars available to the Agricultural Marketing 
Service. These replacements incluce: (a) 14 cars for Marketing Research and 
Agricultural Estimates activities; (b) 45 cars for Marketing Services activities 
(c) 15 ears for Market Inspection and related trust fund activities; (d) 1 car for 
Perishable Agricultural Commocities Act fun? activities. 

Passenger vehicles are replace? on the basis of justification with respect to 
mileage and age standards prescribed by the Bureau of the Budget which pro- 
vide that vehicles to be replaced must be at least 6 or more years of age or driven 
60,000 miles or more, and other factors. 

The 75 replacements requested will average 7.6 years and over 63,000 miles. 

Of these, 57 will be 7 years old or older—averaging 8.6 vears at time of replace- 
ment (15 will be 9 vears and 5 will be 10 or more years). The other 18 will be 
5 or 6 years old but average over 69,000 miles each. 

These replacements are necessary for providing essential service under AMS 
programs such as (1) carrying special grading and testing equipment used for 
inspecting and grading commodities and for work required under United States 
Warehouse Act, Packers and Stockyards Act, United States Grain Standards 
Act, cotton acts and Naval Stores Act; (2) carrying special crop meter equipment 
used in connection with surveying crop conditions at farms; (3) collection of 
samples for checking and testing under United States Grain Standards Act, 
cotton acts, and for inspection of farm products; (4) carrying boxes of cotton 
standards types used in classing work and demonstrations at farmers’ meetings, 
and for carrying market news releases and related material for distribution at 
tobacco auction markets and for assistance to farmers in preparing tobacco for 
market; (5) for travel to places which are in most cases not accessible by common 
‘arrier, such as travel to farms, market terminals, offices of produce dealers and 
truckers, processing plants, canneries, stockyards, tobacco auction markets, 
cotton gins, plantation and compress operators, railroad yards, piers, grail 
elevators, and warehouses. 

The cars are assigned to those field offices of the divisions which require the 
use of cars in the efficient operation of their programs, after it has been determined 
that the use of Government vehicles is more economical than to pay mileage 
rates for use of private cars and the use of common carrier has not been feasible. 
For example, in the inspection of fruits and vegetables, the cars are assigned to 
field offices on the basis of the volume of work. This inspection service is per- 
formed on a fee basis and by using these cars the inspectors are able to service & 
greater area Without any loss in time or revenue. 
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To assure proper utilization of cars, monthly operating reports are required and 
periodic surveys are made to determine the extent to which the vehicles are being 
ysed and their condition. Cars which are found to be in excess of the needs of an 
office are recommended for reassignment to other locations or declared surplus. 

The age and mileage data for passenger motor vehicles on hand as of June 30, 
1954, follows: 

AGE DATA | MILEAGE DATA 
Number of Number of 
Age, year, model: vehicles | Lifetime mileage: vehicles 

Se iad Soa ona ee 0 to 10,000 , 40 
1953__ - oe . d 45 10,000 to 20,000 , 18 
1952 fv ae 20,000 to 40,000 _ 140 
1951 Be ao jsp ae 40,000 to 60,000 107 
1950 ee ge a ie 60,000 to 80,000_. - 53 
1949 ; : _ 63 80,000 to 100,000 z 12 
1946... ... : ; Sa Over 100,000__ ' 6 
1947 ern, oan - 
1946 and older : 15 Total — 106 





Webs. a... wigs: -.' ae 


Mr. We.ts. There are other items, but there are no changes. 

Mr. MarsHauu. Thank you, sir. 

Mr. Weis. Thank you, Mr. Chairman. 

Mr. MarsHauy. We will stand adjourned now until 2 o’clock 
tomorrow. 


FEBRUARY 18, 1955. 
PAYMENTS TO STATES, TERRITORIES, AND POSSESSIONS 
Amounts available for obligation 


1954actual | 1955 estimate 1956 estimate 


Appropriation or estimate (obligations incurred) asd $900, 000 $1, 000, 000 
Comparative transfer from ‘Agricultural Marketing Act, 


Agriculture’’_. $578, 999 


900, COO 1, 000, 000 


Total obligations Sas dele. kieage OI 578, 999 


Obligations by activities 


Payments for marketing service work (sec. 204 (b) of the Agricultural 
Marketing Act of 1946): 
1954_ , $578, 999 
1955 _ 900, 000 
1956 _ 1, 000, 000 


Obligations by objects 
11 Grants, subsidies, and contributions: 
1954_ __ $578, 999 
1955_ 900, 000 
1956- 1, 000, 000 


Analysis of expenditures 
Obligations incurred during the year (total expenditures out of current 


$900, 000 
1, 000, 000 


58682—55—pt. 3——-6 
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SUMMARY JUSTIFICATION DATA 


Mr. Wuirten. We will insert pages 58, and 61 through 67 of the 
justifications at this point in the record. 
(The pages referred to follow:) 


Payments to States, Territories, and possessions 


Appropriation act, 1955, and base for 1956 Z . $900, 000 
Budget estimate, 1956 ____ _- 1, 000, 000 


Increase (for additional marketing service work by State Depart- 
ments of Agriculture and similar agencies under matched 
SUES Ses eter interno eka Date eee era eey! --- +100, 000 


Proj-ct statement 





” » 1955 (esti- wsacn | 1956 (esti- 
Project 1954 mated) Increase mated) 
bande ; sas | ah 2 ahaten 

Payments for marketing service work under 

sec. 204 (b) of the Agricultural Marketing 

i Oe TO: iiss tin ak a0 i eee $578, 999 $900, 000 +$100, 000 $1, 000, 000 
Transfer in 1955 estimates from ‘Agricultural 

Marketing Act, Agriculture’. _...___._- EES ET Laasccrbe duakinbnndd imebioeet 

Total appropriation or estimate al dite nenanan 900, 000 +100, 000 1, 000, 000 


STatus OF PROGRAM 
CURRENT ACTIVITIES 


Allotments to States as authorized by section 204 (b) of the Agricultural Mar- 
keting Act of 1946 are made under cooperative agreements between the United 
States Department of Agriculture and State Departments of Agriculture, Bureaus 
of Markets and similar State agencies, for the conduct by these agencies of eligible 
marketing service activities on a matched-fund basis. 

An increasing volume of marketing research results is becoming available. 
For maximum usefulness these results must be applied and adapted to specific 
problems confronting individuals and firms involved in marketing from the farm 
gate through the retail store. The matched-fund marketing service program 
through the State departments of agriculture has been geared toward providing 
such assistance on a local or area basis. Through timely, on-the-spot assistance, 
this program has made many substantial contributions which have resulted in 
expanding outlets, reducing losses, and increasing returns to farmers in the market- 
ing of their products. 

A State is required to make available at least an equal amount from its own 
funds, which must be in addition to any funds available for marketing service 
and research work in the State prior to August 14, 1946. The agreements covering 
allotments include appropriate provisions for preventing duplication or overlapping 
of work within the State or States cooperating. Should such duplication occur 
subsequent to approval of a cooperative project or allotment of funds, the See- 
retary is authorized and directed to withhold any unexpended balances on suc! 
projects. 

No formula is applied for distributing these payments. Payments to each 
State are based upon an evaluation of the relative urgency of the marketing service 
problems confronting the State, the probable effectiveness of the proposed plans 
for solving or alleviating the problems; the ability of the State to carry out the 
programs proposed; and the availability of Federal matching funds. 

Thirty-six States, Puerto Rico, Hawaii, and Alaska, through their departments 
of agriculture or similar agencies, are attacking marketing problems with th 
assistance provided by the payments authorized in this program. Major emphasis 
is currently directed to improving efficiency in product handling and preparation 
for shipment, in maintaining proper conditions in transit, storage, and processilg 
plants; encouraging the adoption of improved methods in selecting, grading, 
packing, and packaging farm products, assistance in movement of seasonal sur- 
pluses of agricultvral products by furnishing special, local market information to 
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prospective buyers concerning the location, quantity, quality, and probable dates 
of peak movement to market; conducting experimental market news projects; 
and cooperating with interested groups in promoting expansion of consumption 
of dairy products, poultry products, and fruits and vegetables. 





SELECTED EXAMPLES OF RECENT PROGRESS 


1. Quality of Minnesota milk improved.—Under the sponsorship of the State 
department of agriculture, the State mobile bacteriological laboratory moved 
about the State examining raw milk, milk in various stages of processing, and 
pasterurized dairy products, to ascertain sources of contamination and to form a 
basis for suggesting measures to plant managers for quality improvement. By 
showing plant managers where improvements can be made in handling milk, the 
quality and purity of fluid milk and milk products has been noticeably improved 
in those communities which the laboratory has been able to service. 

2. Premium for vegetables received by Mississippi growers.—As a result of recom- 
mendations by State department of agriculture specialists on proper shipping 
maturity on watermelons, and notificetions to out-of-State buyers of exact 
harvest dates, growers realized a premium over usual returns of $300,000 or 
$50 per acre. Under a coordinated marketing program, conducted by the State 
department of agriculture, growers of field peas and lima beans diverted sub- 
stantial quantities of these products from canneries to the fresh market, realizing 
a premium of 6 cents per pound above the canner price. Firm ripe tomatoes 
in one-half bushel baskets brought 5 to 10 cents more per pound in terminal 
markets than green tomatoes in bushel baskets, and the usual stage of maturity 
and size of package used by growers selling in such markets. 

3. North Carolina producers increased savings through improved grain-handling 
methods.—Sinece 1948, the State department of agriculture has carried on a pro- 
gram of grain facility improvement and expansion. In addition, the State depart- 
ment of agriculture has cooperated with the State college in improving grain 
grading by producers, grain dealers, and elevator operators. As a result, producers 
have saved an estimated 20 cents per bushel for commercial grain due to reduced 
losses from excessive moisture, less damage by rodents and insects, adoption of 
bulk handling in place of bags, and establishment of a daily cash market related 
to terminal market prices. 

4. Successful butter quality improvement program adopted in Wisconsin.—Through 
the assistance of State department of agriculture specialists, a number of Wisconsin 
creameries adopted improved butter handling and distribution methods. The 
State dairy and food control laboratory estimated that as of January 1953, over 
80 percent of the butter sampled was 90 score or better, a 16-percent improvement 
over the samples scored 2 years earlier and 8 percent better than for 1952. If the 
quality improvement program were adopted by the entire industry, net returns 
to Wisconsin farmers would approximate $144 million for a similar 2-year period. 

5. North Carolina tobacco grading and handling program increased returns to 
growers.—Service work by the State department of agriculture under this program 
in tobacco sorting, conditioning, and other preparation for market, netted growers 
an estimated several hundred thousand dollars above ordinary returns. This was 
accomplished by such activities as adoption by 2,000 growers of improved methods 
of sorting and conditioning tobacco, issuance of over 70 periodic news releases to 
press and radio giving recommendations on the preparation of tobacco for market, 
and distribution of over 5,000 copies of the North Carolina Tobacco Report 
containing similar information. 

6. Cuality and distribution of Louisiana’s fluid milk improved.—Producers and 
distributors of fluid milk in Louisiana were assisted by the State department of 
agriculture in a quality improvement program and the development of a system 
of classifying milk according to end use such as for the fluid-milk market or for 
manufacturing use. In addition, assistance was provided in the movement of 
surplus milk during the flush season to plants and markets in and out of the State 
by daily reports on the location of surplus and deficit areas. As a result of this 
program, profitable outlets were found for many thousands of gallons of milk in 
fluid milk markets which otherwise would have been sold at lower prices for 
manufacturing purposes. 

_ 7. Handling practices for Colorado potatoes being improved.—The State potato 
industry, cooperating with the State department of agriculture, is continuing a 
program designed to give firsthand information to producers and shippers in the 
San Luis Valley on the quality and acceptability of potatoes shipped from the 
valley, and on the marketing of low-grade potatoes. During the 1952 season, 42 
carloads of United States No. 1 grade Red McClure potatoes were followed from 
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shipping points to wholesalers and retail establishments in 9 nearby States. Caps. 
less and improper handling were the cause of considerable loss in quality by th 
time the potatoes reached the consumer. Efforts are now being made to supe. 
vise more closely the grading, packing, and loading at shipping and termina 
oints. 
. 8. Income increased through improved handling and grading of eggs in Kansas 
The State department of agriculture conducted a quality-improvement progray 
in cooperation with the Kansas State College. Grading schools were conducted 
and official grading stations for eggs were established at a number of points 
Eggs were candle?, packaged, and labeled with the official Kansas grading and 
distributed to approved market outlets. On the basis of volume handled, jt js 
estimated that Kansas egg producers who availed themselves of this service 
received an additional $31,000 from the sale of graded eggs during the past year, 

9. Markets expanded through poultry quality imprevement in Michigan.—The de- 
mand for high-quality eviscerated Michigan poultry has markedly increased as g 
result of a market expansion program and a continuous program of quality im. 
provement, including assistance in the adoption of approved marketing, process- 
ing, and eviscerating methods. According to members of the industry, producers 
realized an additional $500,000 from poultry sales as a result of these programs, 

10. Marketing decisions facilitated through expanded hog information program in 
the Middle West.—The Iowa State Department of Agriculture initiated a quarterly 
market report on sow farrowings in lieu of a semiannual report to serve as an aid 
in forecasting shipments of hogs to market. Producers found the more frequent 
reporting valuable in making marketing decisions. The value of this report was 
soon recognized throughout the Middle West, and a similar reporting schedule 
was established in five other important hog-producing States, namely Indiana, 
Illinois, Wisconsin, Minnesota, and Kansas. These States exchange information 
through their Federal-State statisticians, thereby providing producers with a 
means of keeping in touch with regional developments. 

11. Consumer resistance overcome through improved marketing practices for Mary- 
land peaches.—Consumer resistance has been encountered in the marketing of 
Maryland peaches due primarily to immature and excessively bruised fruit on 
the retail market. By showing peach producers the proper maturity for picking, 
and approved methods of packing and handling, tree-ripened fruit in 4-quart card- 
board containers netted the grower an average of $1 per bushel-more than for 
fruit sold in the usual manner. Spoilage loss was less than 2 percent. Even when 
mature ungraded field-ripened peaches were delivered to retail stores in field crates, 
a premium of 50 cents per bushel was received. 

12. Survey of markets for California olives utilized by trade in promotion pro- 
gram.—The Food Trade Marketing Survey for Canned Ripe Olives, a report of a 
survey conducted during the 1952-53 year, was published and distributed widely 
throughout the country to wholesale grocers and other segments of the food 
industry. The survey revealed that wide variations in olive-size classification 
and the type of cans used by the trade was confusing retail buyers and adversely 
affecting market expansion. As a result, the State olive industry obtained 
statutory changes in standards of size classification. The Olive Advisory Board 
is utilizing the recommendations of the report in its nationwide olive promotion 
program. 

Distribution of payments.—The distribution of allotments by States is shown in 
table I and by fields of work in table IT. 
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TABLE I.—Distribution of allotments by States 


Super. 
TMinal 


Estimated, 


1055 


State Actual, 1954 


nsas,— : 
as. \Jabama etd Ct cope sas ah $7, 000. 00 , 800. 00 


rogram (rizona 
ducted \rkansas 5, 000. 00 2, 000 00 
: ‘aliforni ha lh 5a 2 since eltecnatenal : 57, 473. 2 92, 038. 0 
Points, Colorado. ee =} “3000. 00 21, 756. 92 
1g and Connecticut - 
1, it is Delaware 
Service Florida. - 
t a (reorgia 
7 year, Idaho ; ; 3 “ : 
he de- Illinois... - - ib etd wo ebbiel casted 17, 500. 00 
id as Indiana os<¢s Sasined . . tidied ‘ 24, 681. 76 
t bry 4 lowa.._- ‘ was , d at 10, 000. 00 
y In- Kansas cs : as a : sa 28, 000. 00 
rOCcess- Kentucky pe paca ae ; 18, 000. 00 
sian: o 
I cece a ae sa et-sieel | T8500. 00 
srams, MGR Le nk dss bdecn etl ibssdcesobbuenciinne 10, 000. 00 
‘am mn Massachusetts . -. Ta and is : 3, 400. 00 
rterly Michigan... -------- : ; 12, 110. 21 
a a Minnesota wetness - eeu strait -| 23, 437. 29 | 
n aid Mississippi-.----.---- cai Sec aaehenae a 21, 000. 00 | 
quent Missouri a eae dices | 
rt was Montana- ---.-------- bay ‘ 1, 500. 00 
. Nebraska....----- ok, 3, 048. 00 
redule Nevada ; 5 
diana, New Hampshire 
atic New Jersey wes 
ith New Mexico-_-_..-- cal Ala aces ibaehs } ; e ; mt et 
ith a New York._.-- Bt! iss 2 ae ; 22, 124. 00 | 21, 625. 73 
NUE oo cncccen-gs 4s 0050504504 5 ee | 50, 000. 00 53, 041: 00 


Mary- North Dakota------- Ar Sygd15554-~é6s i ; ; 11, 000. 00 , 000. 00 
’ Ohio SREB MR Ata i he eee meni aiad Sane “ a 3, 000. 00 


ns of Cao cd ot those nse dads fae Be 20, 000. 00 20, 000. 00 
lit on Oregon _ . ee a , 750. 00 


HARIES 


Lib 


HIGAN 


eking, Pennsylvania__- Oe aR ET eee nner Soe a 2 ee , 000. 00 


: Rhews Ilene. cS ck. 55 -8--55-- : i ; 
card- South Carolina ee Sata a 2 ; dell 8, 950. 00 | 5, 027. 50 
wn for South Dakota-.....-.------------ PAC SEEN ; 12, 250. 00 | , 000. 00 
when Tennessee - -- .-.-- a tere oid Seiad aan 12, 365. 00 2, 343. 24 
: Wc eet eae lens ; 7 18, 000. 00 , 500. 00 
rates, Utah. ie. 
Vermont : 2 ae ie ae a sien . 
, pro Virginia kd idesthatadwiinkse 25, 000. 00 43, 949. 99 
tole Washington - - eo cipal fia ‘ . 29, 000. 00 36, 275. 19 
; West Virginia - - - - - ieee : 20, 000. 00 32, 000. 00 
ridely Wisconsin sndhdd Sipel bith <sdembindbe * 43, 616.00 | 69, 786. 55 
food Wyoming ----<2----2e--2-aeonenseeeeennenoeeseosrot7t -| 3,000.00 | 10,090. 08 
. etc debats ‘ he asd ‘ . ; 5, 043. 47 8, 880. 
ation ee fore tn ena ania “a : 2, 000. 00 
rsely Puerto Rico-_---- eee sue ; iow 15, 000. 00 39, 078. 32 


ained 
soard 
otion 


Total__- eeeense howe = ; : 578, 998. 97 900, 000. 00 


is Tape I1.—Distribution of allotments by fields of work 


Fields of work hore. Ketemates, Est eapted, 


Improvement and evaluation of product quality and expand- 

ing outlets __ 3 ; 7 000 $437, 760 $486, 400 
Improvement in market organization and facilities. ._.......-- 532 | 167, 760 218, 600 
Collection, analysis and dissemination of market data -__-- 467 294, 480 295, 000 


Total. _. ; ; Wh x heen Sit ee ae 999 900, 000 1, 000, 000 
| | 
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Mr. Wuirtren. Gentlemen, we come to the item, “Payments 
States, Territories, and Possessions.”’ That is also under Mr. Welk 
I believe. Would you care to address yourself to that, or would yoy 
turn that over to Mr. Crow? 

Mr. We tts. Mr. Crow serves as assistant to the Administrator fo 
the purpose of handling this item and I would like your permission ty 
let him handle it. 


Mr. Wuirten. Mr. Crow is a good man to have the program in 
the name of. 


GENERAL STATEMENT 


Mr. Crow. Thank you, Mr. Chairman.. As you know, the Agr- 
cultural Marketing Act in addition to research authorized marketing 
service work with the appropriate State agencies, which in most 
cases is the State department of agriculture. However, in some 
States the State law authorizes that the marketing service work be 
done by some other agency. In South Carolina, for instance, much of 
it is done by the Extension Service. The agency varies a little from 
State to State. 


PuRPOSE AND OPERATION OF THE PROGRAM 


The purpose of this service work authorized under the act is essen- 
tially to put research results to work, to show marketing agencies 
how to perform marketing operations in an improved way. We match 
funds with the appropriate State agency for approved projects. 

When a State has a proposal for some marketing service work it 
sends the proposal to us. We review it, and check it with the recom- 
mendations of the advisory committees and with marketing specialists 
to see whether or not it seems to be the type of activity that should 
be encouraged. If it is, we agree to match funds for the work if we 
have sufficient funds. If not, we turn it down. In this way we try 
to encourage the needed types of work. We now have 91 projects 
being carried on by 36 States and 3 Territories. That is five more 
States than we had last year. The five new States in the program are 
Florida, Pennsylvania, New Jersey, Ohio and Oregon. In addition 
to starting work in 5 new States during this year, we have expanded 
the work in 18 States and Territories. 

In 10 States the industry people think enough of the work that 
they are putting money into the projects. For instance, in Florida 
we are putting up only about one-fourth of the total money required 
for the program and the State and industry people are putting up 
the balance. 


PRINCIPAL FIELDS OF WORK 


This matched-fund program deals with all the major agricultural 
products and many of the minor ones. The work carried on under 
the program falls into four principal fields. One of these is directed 
toward expanding the outlets for farm products, such as providing 
buyers with up-to-date information on supplies, where they are and 
when they will be available; and special promotional campaigns to 
move temporary surpluses in a State and products in distress such as 
hail-damaged peaches in Illinois a year or so ago. The State depart- 
ment of agriculture helped bring a lot of buyers into the State to 
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take those hail-damaged peaches and get them into the market as 


quickly as they could. There are also long-term efforts to increase 


the consumption of products by finding out what varieties the markets 


want and how they want them packed. There are 17 States which 
are doing work on expanding outlets. 


EXPERIMENTAL MARKET NEWS 


The second major field of marketing service work is that of collecting 
and disseminating basic data. There are 32 States engaged in activi- 
ties of that type. This includes such activities as experimental 
market news services. I want to emphasize the word “experimental,”’ 
because we do not permit this money to be used te carry on a regular 
long-term market news program. Such work is financed by another 
appropriation. Therefore, the financing here is limited to a year or two 
to try out an experimental market news service in a State. If it does 
not work satisfactorily, it is discontinued. If it does, the State is 
expected to take it over with State funds and carry it on from that 
point forward. 

Besides the experimental market news, basic data are collected to 
supplement the regular crop and livestock estimating service. As an 
illustration, one of the activities carried on during the past year was 
the publication of a quarterly report on sow farrowing in order to 
serve as a basis for forecasting the volume of hogs that would be 
moving to market at a later date. This report covers six States: 
Minnesota, Wisconsin, Illinois, lowa, Indiana, and Kansas. It has 
been quite well received. 
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FRUIT TREE COUNTS 

Another type of special market information collected under the 
matched-fund program is a census of fruit trees. One of these 
projects that we have under way this year is a count of the citrus 
trees in Florida by age, variety, root stock, location, condition of the 
trees, and other factors. Tree counts have previously been made in 
other citrus-growing areas, so there was quite a demand that this 
work be done in Florida, not only from Florida, but also from Calli- 
fornia, Texas, and the other citrus growing areas. A _ peach-tree 
count in Michigan revealed that the number of bearing trees in that 
State dropped 10 percent per year for the past 2 years. Under this 
program tree counts for both apples and peaches have been made in 
Illinois, and in New York we have made a tabulation by counties of 
the acreage of apples and grapes. These examples give a rough idea 
of the kinds of basic data that are being collected under this program. 
As I said, there are 32 states doing work in this field. 


MOBILE MiLK LABORATORY 


_ The third type of work that is being carried on under this program 
is that of maintaining the quality of products as they pass through the 
marketing system. It is under this program, that the mobile labora- 
tory travels around the State of Minnesota checking on samples of 
milk, both the raw milk and the milk products, to find the condition 
of those products. When they find something wrong with a sample, 
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they check the water supply, the machinery, containers, and any othe 
features that might be causing low-quality milk and point out to the 
roducer what they need to do to correct the condition. This mobi 


aboratory has traveled all over the State of Minnesota once and js 
about half-way through it again. 


COTTON FIBER DAMAGE BY GINNING 


Another type of quality-improvement program is illustrated by some 
work being done in North Carolina and two other States on cotton, 
They found in North Carolina that about 15 percent of their cotton 
was being damaged rather severely by the ginning process. Cotton 
damaged in this manner is usually called “rough prep.”’ From the 
samples obtained in the classing service, they could tell which gins 
were damaging the cotton. So the State department of agriculture 
sent a specialist to those gins to determine the cause, point out what 
was wrong, and what to do to correct it. Last year, for instance, they 
were instrumental in getting a half million dollars worth of improved 
equipment to put into the gins in the State. Since they started this 
work, the amount of ‘rough prep’ cotton in North Carolina has been 
reduced from 15 percent of the total to less than 1 percent of the total. 


COTTON SALES BASED ON FIBER QUALITIES 


Besides the work to improve ginning, in North Carolina the 
State department of agriculture is encouraging the sale of cotton on 
the basis of laboratory tests showing fiber length, fineness, and other 
characteristics of the fiber. They pick up samples, from a representa- 
tive number of gins, make the necessary tests, and put out a report 
on the characteristics of cotton coming on the market by areas. 
This report enables the buyer to get the kind of cotton he wants and, 
since he pays a premium for the kind he wants, it encourages the 
farmer to produce that type. 


PACKING AND HANDLING FARM PRODUCE 


A great deal of quality-maintenance work is also being done on 
vegetables. In Mississippi, as an illustration, they have had a large 
number of demonstrations of proper grading, handling, and packing 
techniques and have improved rather materially the quality of 
vegetables they are placing on the market, including tomatoes, sweet 
corn, spinach, okra, squash, lima beans, sweet potatoes, and others. 
They have on the Jackson farmers market, in the past year doubled 
the quantity of produce moving through the farmer’s sheds, and have 
been using that market as a place to show farmers how to pack and 
handle their products. They estimate that because of this program 
growers of the State have obtained price premiums on their vegetables 
of about 10 percent. The commissioner of agriculture in Mississipp! 
is planning to start this type of work in 8 other places this spring. 


QUALITY OF SORGHUM 


Another example of the work of maintaining the quality of products 
as they move through the marketing system is the egg grading work 
and the work on sorghum being done in Kentucky. Sorghum is not a 
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big item, but the work done on it is rather interesting. Those of you 
who have bought sorghum over the years know that “the re has been a 
tremendous range in the qualtiy of sorghum found in the stores. 
Sometimes it is “almost inedible. In Kentue ky they had the same 
situation that has prevailed in Alabama and many other Southern 
States. So they organized a group of sorghum producers and instruct- 
ed each producer how to handle the sorghum from the time the cane 
went to press until the sirup was produced. ‘The producers then bring 
it to a central point where they blend it, put in a little glucose to keep 
it from turning to sugar, which it so easily does, and turn out a 
standard product with a standard label on it. Since this program 
started they have not been able to keep up with the demand for their 
product. 

Mr. Wuitrren. I am glad to hear that. I find that most people 
prefer the sirups that come directly from the farm if they know they 
are getting what they are trying to buy. They have improved the 
orades and types tremendously in the past few years. It does show 
that some effort to standardize helps. 

Mr. Crow. As you know, that particular product has some food 
properties that are most desirable. I was talking with someone re- 
cently in the northern part of Alabama who had been to the Mayo 
Clinic. He said that he was in pretty bad shape, but that they did 
what they could for him and told him to come back 6 months later. 
He went back home and ate a lot of sorghum, and when he returned 
to the clinic they marveled at his improvement, asked what he had 
done, and requested him to ship some of the sorghum to them. 

These are a few illustrations of the kinds of things that are being 
done in 24 States to maintain or improve the quality of the agricultural 
products as they move through the marketing system. 
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IMPROVING EFFICIENCY OF MARKETING OPERATIONS 

The fourth and final field of marketing service activity that these 
States are engaged in under this program is trying to improve the 
efficiency of some of the marketing operations and reduce some of the 
marketing costs. They do this by helping improve facilities such as 
livestock auctions, grain elevators and other kinds of facilities used in 
marketing, and by showing operators the kinds of handling methods 
and equipment that are most efficient. An illustration of this is the 
work that is being done in North Carolina on grain. In that State they 
have had a very bad situation with grain, and this condition exists to 
some extent in’ South Carolina and Kentue ky, where similar work is 
being done. In North Carolina, grain was thrown on the market at 
harvest time because they did not ‘have adequate storage space or the 
drying facilities needed, and did not know much about grading and 
handling the grain. Consequently, farmers had to take whatever the Vv 
could get for the grain at harvest time, which was usually a price muc h 
below C hicago prices. A few months later when this grain had disap- 
peared either by deterioration or some other way, the price of grain in 
North Carolina was much higher than the Chicago price. W hile I did 
not make a study of this, I was told that a few - years ago there were 
differences in price from this low point to the high point of as much as 
75 cents to a dollar a bushel. Under this program, they have been 
working to get new grain elevators built, to expand the storage facili- 
ties already there, and to install drying equipment. 
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They have demonstrated how to handle grain in bulk, and how ji ¢! 
buy and sell on grade. The results have been astounding.  Thoyfis ¢! 
have no doubt in their minds that the combined effect of these actiy.Hpeca 
ities has made a difference in the farm income from grain of at leas fitoc 
an average of 20 cents a bushel. They are quite proud of the workiow 


and the people of the State are pleased with the results. They anf A 
trying to do the same kind of work to improve the handling of corn. {jas 
meal, another product which is not handled too well. Under thi 
program work on grain handling in grain elevators is also being done infiwhi 
Kentucky. For instance, a new elevator is under construction near fof t 
Owensboro. In each of these States the Transportation and Facilities i, 
Branch of the Agricultural Marketing Service has helped with the fim; 
planning of facilities. This type of work is particularly needed, in thr 
these grain-deficit areas where they are stepping up the volume of sta’ 
production and are not prepared to handle it. cul 
im] 

INCREASING INTEREST BY STATES IN THE PROGRAM oll 


mel 


nee 
pec 
Sel 


There is a growing need for programs of this kind to put marketing 
research results to work and to get adopted as widely as possible the 
better handling practices that are used by the most progressive firms pr 
Little difficulty is encountered in the various States in securing funds J jo 
from the legislature when they can point out tangible results of the i 9; 
kind that I have tried to illustrate here. In most of the States the #7 
legislatures are now in session and of course we do not know the Hs 


g 
amounts of money that will be appropriated to match the Federal . 
funds for next year. However, many of the States have told us that 

they intend to expand their marketing service program and repre- && ;} 
sentatives of four States that are not now in the program have told J 
me that they want to come in next year, and are making their plans 

to do so. Because of this expected expansion in the work, both in & , 
new States and in some of the States already in the program we have & }, 
requested a $100,000 increase in Federal funds. We do not believe I 4 


that the $100,000 will enable us to meet all the requests that will be 4 
received. However, it will make it possible for us to encourage the 
most deserving work that is proposed. It is our hope that $100,000 
will meet the most pressing cases. The expansion of this work has 
been recommended by the industry advisory committees. 


COORDINATION AND IMPROVEMENT OF ACTIVITIES 


There is only one other point that I wish to make, unless you have 
some questions, and that is that during the past year we have taken 
several steps to improve the quality of this work. In the first place, 
we have sent the results of the work in each of the States to every 
other State so that each State can get the benefit of the other States’ 
experience. We held, during the year, a very intensive school that 
lasted for 3 days in which we tried with the best talent we could 
get to show these people how to do a better job with the marketing 
service programs they were carrying on. ‘he conclusions and recom- 
mendations of that workshop were reproduced and supplied to the 
workers in all the States. The school was attended by 128 people 
from 30 States and Washington. Another effort to improve the 
program consisted of sending research results that were applicable 


—_——-~ —- —- Cee 2 2 oe 








1097 









to the work being done in a State to the appropriate people. Some 





| how ty 















Theriot the subject-matter specialists from the Department went out on 
3 actiy.Mecasion to help the States with their work. For example, a live- 
at leas fiitock market newsman helped set up an experimental livestock market 














he workll/ ews service to cover auctions in South Dakota. 

hey ; An advisory committee from the State departments of agriculture 
Of cor-MBhas reviewed the work being done in all the States and passed judg- 
ler thififment on which projects in their opinion were doing the most good and 
done inf which ones should be discouraged. We are trying to follow the advice 
on NearfiM@of that committee in the conduct of the work. 

rcilitiesM/ During this year one other step was taken that I think is quite 
ith theliimportant. We held a meeting of appropriate representatives of the 
led, in fi three State agencies working in the field of marketing—the experiment 









stations, the extension services, and the State departments of agri- 
culture—in an effort to get better coordination of their activities. The 
importance of conducting marketing research in a State on subjects 
on Which the Extension Service and Department of Agriculture people C 
need the answers was stressed, as was the idea of having the marketing v= 


ume of 
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a people in the State department of agriculture and the Extension : 
re the MM Service put those research results to work. Of course, we check the ( 
firms, projects submitted by the States when they come in to be sure there is xy 
funds Hi no duplication among the agencies of a State. But proper coordination = 
of the HM of the program requires more than merely preventing duplication. J 
es the I This joint meeting held at Madison, Wis., was aimed at getting the ‘ 
the State agencies to improve the coordination of their activities in the e 
ederal HM solution of State and local marketing problems. , 

S that That in general is the type of service work that we are doing under . 
i this program. If anyone has a question, I will be glad to try to answer , 

OK Be it. 3 
plans Mr. Wurrren. Mr. Crow, I will say that the committee appreciates 
th in i the way you have presented this matter. Personally, I can see many 

have IM benefits that should come from a close coordination between State 

clieve HM departments of agriculture and the Federal Government. People 

ill be HM differ and so frequently pride of jurisdiction and things of that kind ; 
e the TM enter into a cooperative effort to meet end results which each individual m4 





),000 


group may seek. I think this is a great field in which to work, and 
¢ has : 


apparently it is one which is bringing real results. I would like to 
compliment you personally. I have seen you come before this com- a 
mittee many times, and I have never seen you but that you thoroughly 
knew the work that you are doing. The fact that the witness knows 
the work that he is speaking about is a rather good index to the fact 
that the work is worthwhile. It is a mighty good selling point to this 
committee, and I want to compliment you for it. I think you are in a 









have 
iken 
























lace, ; 

ropy fy $004 field for your talents and we congratulate you on the use of them. 

ig? Mr. Crow. Thank you, Mr. Chairman. 

‘hat Mr. Wuarrren. Mr. Marshall? 

yuld 

tine RELATIONSHIP TO CROP-REPORTING SERVICE 

lhe Mr. MarsHatu. Mr. Crow, you were commenting a moment ago 
i about a survey you carried out in six States in relation to sow farrow- 

ype ing? 

the 






Mr. Crow. Yes. 





ble 
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Mr. MarsHauu. Where does this work differ from the work thy 
you carried out in crop-reporting service? You carried out a survey 
on farrowing of sows; did you not? , 

Mr. Crow. The difference is essentially this, Mr. Marshall. They 
was a report put out, as I recall, about July 1 by the regular erop. 
reporting service, but the States felt they had a need for a quarterly 
report. It seemed impossible to add this report to the regular crop. 
reporting work, and besides only half a dozen States seemed to ly 
interested in having a quarterly report. Therefore, we told the repre 
sentatives of these States that if they would put up half the money 
we would try to match those funds. We require that all the statistic! 
work done in the States under this program be coordinated with the 
work done in the Federal-State crop-reporting service. As you knov, 
there is a Federal-State statistician in most of the States who carries 
on the crop-reporting work. This sow-farrowing report was done in 
those States under their direction, but under the matched-fund pr- 
gram rather than the regular crop-reporting service. 

Mr. Wetis. We have for a long time, Mr. Marshall, carried , 
report on sows farrowing and pigs saved twice a year. The December 
report estimates the fall pig crop and asks the farmers to estimate 
sows farrowing the following spring and then the June report estimate 
the spring crop and then gives estimates for the following fall. Thes 
are national surveys. There has been, in the Corn Belt especially, a 
feeling that some smoothing out in the farrowing of the pigs might 
well pay, and increasingly the question has been: What are the 
farrowings each quarter? In other words, not as to the total spring 
crop or fall crop, but by month of some relatively short period. 
I believe the first State to start these supplementary reports was 
lowa. 

Mr. Crow. That is right. 

Mr. We tts. It was to be a supplement to our national survey. 
In other words, they do not duplicate our spring survey and our fall 
survey. The report went so well in Iowa that I believe now five 
other States have picked it up. Since these are matched-fund projects, 
we are able to coordinate them and see that they use approximately 
the same method. As they go through the season they estimate the 
probable distribution of marketings within each season. Hog far- 
rowings are not peaking as they once did in the spring and in the fall. 

Mr. MarsHauu. Does this show much difference or much error in 
your original way? 

Mr. We tus. What this does, Mr. Marshall, essentially is to indicate 
how the spring pig crop is distributed during the 6 or 7 months cov- 
ered by our original survey as a total. In other words, we are trying 
to measure the farrowing of the spring crop as a total. The States 
are now trying to get supplementary material to indicate the spread 
or distribution within each season. 

Mr. Marsnau. How do you get the information for this special 
report? 

Mr. We ts. It has been obtained through the States statistician’s 
office by questionnaires in the same kind of way that we use for most 
of our regular survey. 

Mr. MarsHauu. The same group of reporters? 

Mr. We tts. That is right. It tells us by months what the farrow- 
ings are and gives a much better indication of what to expect. 
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This program in quite a few States has made it possible to obtain 


ork the lata that farmers wanted in the State which were not included in the 
d SUrver MM ational statistical program. It has allowed a State to do this type of 





vork. There are a number of States where for various reasons they 
wanted a special breakdown of some survey. All of our work is in 


They 






UT Crop ooperation with the States—with the State depar' ment of agricul- 
uarterl MF ure or other agency that is responsible for statistical work within the 
ar crop MR State. In most of the States our statistician is also head of the State 
d to he department’s statistical work. 

© repre. Mr. MarsHauu. If I am correct, on your regular crop reporting 
Money, MF work the State makes a contribution for that work? 

Listical Mr. Weis. Many of the States make a contribution. Some of 
rith theli® hem make a substantial contribution. In many instances where 


1 know, special statistics for the State are involved mostly State funds are 





Carries HM sed for county statistics and similar information. 

lone in Mr. Warrren. Mr. Natcher? 

ud. pro- Mr. Natcuer. Mr. Chairman, I want to join with you in thanking 
\ir. Crow for this fine statement. I was especially interested in that 

rried 4 portion pertaining to Kentucky. I want you to know that I think 

rember MM this division has done a lot of good work in my home State, especially 

‘timate MF in the sorghum industry. 

Imates Mr. Chairman, for a number of years it has been very difficult to 
Chese MM sell sorghum in Kentucky and it became very difficult to get anyone 

ally, « Mout of the State to buy and use it. But under this new process, as 
might pointed out by Mr. Crow, the sorghum program has been given new 

re the IM life. : 

Spring STUDIES OF RURAL POPULATION DYNAMICS 

eriod, 

S was Mr. MarsHatu. I neglected to ask this the other day. We had 


some testimony before this committee recently concerning a study that 
was made on rural population dynamics. Are you familiar with the 
work that is being done on rural population dynamics? 


Irvey, 
Mr. Wetus. We use the term, Mr. Marshall, rural population 


ur fall 


v five HM dynamics, to cover the work we do on changes in the farm population 
jects, MH and factors relating to such changes. For example, the number of 
ately people in farm work, the migration from farms to cities and from cities 


e the Hi to farms. 
y far- Mr. MarsHauu. You are carrying that study on in your regular 
e fall. work? 


‘or in Mr. Wetts. Yes, we have been doing two things. We have for 


the last 30 years or more been trying to maintain a national balance 


licate sheet —— 

cove Mr. Marsnauu. Are you familiar with the program that is being 

rying carried on with the research administration? 

tates Mr. Wetts. I started to say, in addition to trying to maintain a 

reac national balance sheet, for several years we have been cooperating 
with a group of North Central State experiment stations where we 

ecial have a cooperative agent working with representatives of the several 
experiment stations for the North Central or Corn Belt States. [| 

jan’s believe our field cooperation with that particular project has just 


been discontinued. 
Mr. MarsHauu. Experiment stations have been carrying on a 
considerable amount of this work in the northeastern part of the 


Post 


"OW 


















































EEE 


I 





1100 


country, but none in any other part. 
gram in other parts? 

Mr. We tts. We try to maintain estimates for the United States x 
a whole and some understanding of the changes taking place with 
regard to the total farm population, but we do not necessarily try j 
carry it on State by State, especially the analytical work. 

Mr. MarsHauy. You have been carrying on this work for some. 
thing like 25 yesrs in your Department? 

Mr. We tts. Yes, practically since the Bureau of Agriculturg 
Economics was organized in 1922. My point is that we try to maintaiy 
estimates of the farm population, we try to keep track of the people 
moving from the farm to the city and from the city to the farm. We 
do from time to time try to analyze the factors that influence people 
to move from farms to cities or from cities to farms so we will know 
something about the farm population composition and what js 
happening to it. 

Mr. Marswauu. Thank you. 


Are you carrying on the py. 


ScHooL Luncw PROGRAM 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) : 


l E. RT "4 
1954 actual | 1955 estimate | 1956 estimate 


Appropriation or estimate 


<n Bian Dé -| $83,365,000 | $83, 236, 197 $68, 000, 000 
Transferred to ‘Agricultural adjustment programs, Com- | 





modity Stabilization Service,’’ pursuant to Public Law 286 a a ee 
Adjusted appropriation or estimate __.........--..----- | 83, 236, 197 83, 236, 197 | 68, 000, (0 
Reimbursements from non-Federal sources... ........-.------ | a tail ada a 
Reimbursements from other accounts__._...............------ DR OOG Nowce dead Sethe 
Total available for obligation. _.__................--.--- 83, 247, 348 83, 236, 197 68, 000, 000 
Unobligated balance, estimated savings 


sind deh Gbdieble Wetede niet — 58, 762 


Obligations incurred. ___........_-- Rcd atakt ees eee | 83, 188, 586 83, 236, 197 68, 000, 000 








Note.—Reimbursements from non-Federal sources above are from proceeds of sales of personal property 
(40 U. 8. C. 481 (e)). 


Obligations by activities 


Description 1954 actual | 1955 estimate | 1956 estimate 


1. Food assistance: 
Oey I ais hs bind odd bbb db ceeded sd $67, 264,997 | $67,010,000 $67, 010, 000 
(6) Commodity procurement (sec. 6)............--..--- 14, 853, 066 15, 000, 000 
5) Cpe iss eo ose E hk, ce ake eb odbc 1, 069, 372 1, 226, 197 | 


990, 000 
3. Obligations under reimbursements from non-Federal 
puurens.........,. See leh alee nepneimamaniende agin seen IRE leone daenueesce teten<= 
Obligations incurred... ___- a il LN aa a ee 83, 185, 586 | 83, 236, 197 68, 000, 000 
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the Dro. 


Obligations by objects 






Object classification 1954 actual | 1955 estimate | 1956 estimate 


States x 
Ace With 
ly try la 











AGRICULTURAL MAR‘“ETING SERVICE 








Total number of permanent positions 160 162 159 
; Average number of all employees 138 | 163 151 
Tr Some. Number of employees at end of year 129 148 148 





Average Salaries and grades: 







eult ural General schedule grades: 
a Nee Average salary $5, 437 $5. 426 $5. 443 
1aintaiy Average grade 4 GS-80 GS-77 GS-77 












» 
7 People 0! Personal services: 
Mm. We Permanent positions $760, 789 $889, 712 $808, O85 
Regular pay in excess of 52-week base 2, 880 3, 305 3,115 
People Payment above basic rates 446 280 250 
knoy Total personal services | 764, 115 | 893, 297 811, 450 
VNat ic (2 Travel 92, 116 119, 000 93, 000 
CB 3 Transportation of things 1, 421 3, 700 2, 000 
{ Communication services | 22, 245 21, 000 21, 000 
Rents and utility services 12, 457 10,000 | 10, 000 
4% Printing and reproduction 5, 182 | 8, 000 5, 000 
(7 Other contractual services 6, 200 9, 000 7, 600 ¢ 
8 Supplies and materials 6, 044 12, 000 6, 500 | 
9 Equipment 2, 605 | 2, 800 2, 800 
| Grants, subsidies, and contributions: Cash payments 64, 336,765 | 67,010,000 | 67, 010, 000 
Refunds, awards, and indemnities 32 600 | 50 
laxes and assessments 463 800 | 600 


68, 090, 197 67, 970, 000 


roe. ew ruee 


iN LIbKAKICS 


Obligations incurred - - - . 65, 249, 645 


ALLOCATION TO COMMODITY STABILIZATION SERVICE | 


estimate 







Total number of permanent positions_ -- 29 23 | e 

8. 000. an Average number of all employees- - 25 | 2 ‘ 

. aed Number of employees at end of year 17 12 | ‘ 

| | ” 

{verage salaries and grades: | | 

8 an pe General schedule grades: " al , 
— A verage salary --_- $4, 053 $4, 138 

Average grade. .____- GS-4.9 GS8-5.1 c 





3, 000, 000 






01 Personal services: 


wi] 




































Permanent positions - $110, 925 $95, 131 
Regular pay in excess of 52-week base ’ | 391 | 369 ' 
' nz ‘ayment ¢ je basic rates_-.___- 2, 854 | 
000, 000 Payment above basic rates- -. » 854 | 
= Total personal services ; ; 114,170 | 95, 500 
ronerty 02 TYAVGL. 3 2eadonchs aackunene , 2, 583 | 4, 000 
pert) 3 Transportation of things. : cabs j 768 | 300 
4 Communication services. ---. seamenigt 3, 357 5, 000 
Rents and utility services-___-- : ‘ | 6, 694 6, 500 e 
Printing and reproduction -- ae Se : | 1,227 | 1,700 | 
— (7 Other contractual services--_ _- ‘ , 5, 425 600 ade 
timate ‘ Supplies and materials___* Seni , 1, 400 900 
= 0 Equipment 2 5g 1, 690 1, 000 
— ll Grants, subsidies, and contributions: 
(a) Cash payments. - road 2, 928, 232 
910. 000 (6) Commodity procurement (sec. 6) -_-- 14, 853, 066 | 15, 000, 000 > 
. 13 Refunds, awards, and indemnities- : : | 68 100 
990, 000 axes and assessments. --__---- are 278 400) 
Obligations ineurred_-. : 17, 918, 958 15, 116, 000 | 
= = = = — 
00, 000 ALLOCATION TO AGRICULTURAL RESEARCH SERVICE 
aoe Total number of permanent positions_- : 5 8 | s 
(verage number of all employees y 4 6 6 
Number of employees at end of year-- 5 | 6 5 6 
Average salaries and grades: 
General schedule grades: | 
Average salary et an $4, 245 | $4, 304 | $4, 401 
PTUs 5 ic adeoscctcauancua GS-6.0 | GS8-6.3 GS8-6.3 

















01 Personal services: 












Permanent positions_- ae re ata ass $19, 914 $28, 059 $28, O88 
Regular pay in excess of 52-week base - --_- 69 | 131 | 102 
* Total personal services--..-..--.-------- , 19, 983 | 28, 190 28, 190 
‘* Other contractual services ‘ | 100 100 
: Services performed by other agencies------------- = a 1,610 1, 610 
15 Taxes and assessments_-_--_-- Se RN tar Es : ull 100 100 





Obligations incurred Bee 19, 983 30, 000 30, 000 
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Obligations by objects—Continued 


Object classification 1954 actual | 1955 estimate 1956 estimay, 


SUMMARY 


Total number of permanent positions_ _-- - 194 193 167 
Average number of all employees. --- . 167 190 137 
Number of employees at end of year. si ‘ ; : 152 165 154 
Average salaries and grades: 
General schedule grades: 
Average salary-___-__-- = . $5, 400 $5, 379 | $5, 390 
Average grade __-__- Se GS-8.0 | GS8-7.7 | GS-7 
01 Personal services: | 
Permanent positions_. “ : aaa * $891, 628 $1, 012, 902 $836, 173 
Regular pay in excess of 52-week base - # 3, 340 | 3, 805 | 3.217 
Payment above basic rates____- Res 3, 300 280 25) 
Total personal services____._-____- J ae 898, 268 1, 016, 987 839, 649 
02 Travel_- 94, 699 123, 000 93, 000 
03 Transportation of things_- : ' P ; 2, 189 4,000 | 2 00 
04 Communication services 25, 602 26, 000 | 21, 000 
05 Rents and utility services__. . 19, 151 16, 500 | 10, 0 
06 Printing and reproduction ‘ ice naceuneade 6, 409 9, 700 | 5, OW 
07 Other contractual services pa 11, 625 9,700 | 7, 70 
Services performed by other agencies 1,610 | 1, Alt 
08 Supplies and materials_._- ne mre 7,444 12, 900 6.500 
09 Equipment___.- : : : 4, 295 3, 800 | 2, 800 
11 Grants, subsidies, and contributions: | 
(a) Cash payments i 67, 264, 997 67, 010, 000 | 67, 010, 00 
(6) Commodity procurement (sec. 6) _ _- 14, 853, 066 15, 000, 000 |__ ‘ 
13 Refunds, awards, and indemnities 100 700 | 5 
15 Taxes and assessments- 741 1, 300 7x 
Obligations incurred ___- 83, 188, 586 83, 236, 197 68, 000, 00 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





1954 actual | 1955 estimate | 1956 estimate 





Obligated balance brought forward 


| 
cilia iii a aati I. 
| 


$1, 125, 775 | $672, 232 | $408, 429 


Obligations incurred during the year 83, 188, 586 83, 236, 197 68, 000, 000 
: 84, 384,361 | 83,908,429 | 68, 408, 429 

Adjustment in obligations of prior years —184, 427 

Reimbursements ; —11, 151 | 

Obligated balance carried forward____.___- a —672, 232 —4C8, 429 — 458, 429 


Total expenditures.__. 67, 950, 000 


Expenditures are distributed as follows: 
Out of current authorizations. -___-_-_- ‘ . 82, 625, 535 82, 850, 000 67, 570, 000 
Out of prior authorizations_..._____- : 891, 016 650, 000 380, 000 


SUMMARY JUSTIFICATION DATA 


Mr. Wuirren. We come now to the school lunch program. | 
would like to have inserted pages 68 to 76 of the justifications and the 
supporting tables in the record at this point. 

(The pages referred to follow:) 


School lunch program 


Appropriation act, 1955 and base for 1956_ - : $83, 236, 197 
Budget estimate, 1956_____- ie 68, 000, 000 
Decrease _ __ _ : 15, 236, 197 
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Summary of decreases, 1956 


ia Decrease due to elimination of funds for purchase and distribu- 
“0 estima tion of commodities pursuant to sec. 6 of the National School 
" Lunch Agtsiwwenk* aed 2 $15, 000, 000 
Decrease in operating expe nses relating to discontinuance of sec. 
§ purchases _ _ _ ~~ -- : — 236, 197 


Project statement 


1956 (esti- 
mated) 


1955 (esti- 


) ‘ve af s »sS 
mated) Decreases 


Project 


d assistance: 
a) Cash payments $67, 264, 997 $67, 010, 000 re $67, 010, 000 
b) Commodity procurement (sec. 6) -- 14, 853, 066 15, 000, 000 — $15, 000, 000 | S 
2. Oper rating expenses. : 1, 069, 372 amt 197 — 236, 197 | peacens 
iobligated balance - 4 48, 762 | 


95, 00 otal available or estimate. 83, 236, 197 83,2 2 236, 197 -15, 236,197 | 68, , 000, 000 


ope lransferred to ‘‘Agricultural adjustment pro- | 
00 grams, Commodity Stabilization Service,” | 
3, OU pursuant to Publie Law 286______-- na] +128, 803 | 


7, 70 


bot otal appropriation or estimate - - -| 83, 365, 000 | 83, 236, 197 
», OO 
2 800 


97, 010, 000 DECREASES 


Decrease of $15 million due to the elimination of funds for purchase and dis- 
tribution of commodities pursuant to Section 6 of the National School Lunch Act. 
The proposed decrease eliminates funds for the purchase and distribution of 
= commodities under section 6 of the act in view of the availability of large supplies 
‘ surplus commodities purchased and distributed under the Department’s 
surplus removal and price support programs. 
Aa availability of surplus commodities under section 32 of the act of August 
, 1935, as amended, and section 416 of the Agricultural Act of 1949, as amended, 
elimit iates the need for large volume purchases under section 6 of the National 
School Lunch Act. The continued distribution of federally donated commodities, 
$408 49 consisting of food, most of which are necessary to a well-balanced meal will permit 
“000. 000 greater use of funds from sources within the States for the purchase of foods such 
as those which have been furnished through section 6 purcheses, to complete the 
lietary needs of the children. In eddition, the Agricultural Act of 1954 authorizes 
the use of $50 million of Commodity Credit Corporation funds in 1955 and 1956 
458, 429 for use in expanding increased consumption of fluid milk by school children. 
950. on >. a of the special school milk program is outlined in the following pages. 
att he finaneing of the school lunch program is summarized as follows: 


7 


8, OOD, 00K 


‘stimate 


408, 429 





570, 000 — = = = — me SS 
Item 1954 1955 


ntribution: 

ments by children- $303, 276, 000 | $335, 000, 000 $360, 000, OF 
ct appropriations (State and local 62, 962, 000 38, 000, 000 70, 000, 000 
ier loeal eontributions : 51, 782, 000 57, 000, 000 62, 000, 00 


tal ! 


418, 020 000 9, 000, 000 492, 000, Of 


contribution: 

| payments 67, 266, 000 7, 010, 000 

imodity distribution: 

Section 6... 14, 826, 278 15, 000, 000 

Sections 32 and 416__- 94, 217, 791 000, 000 102, 000, 000 
cial milk program _ 9, 500, 000 49. 500, 000 


tal. 176, 310, 069 210, 510, 006 218, 510, 000 


ribution which might result from the special milk program authorized for 1955 and 1956 cannot be 
ed without further experience. 
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(2) Decrease of $236,197 in operating expenses relating to discontinuance of section; 
purchases 
The discontinuance of section 6 commodity purchases will bring about q 
responding reduction in administrative work under this appropriation. 


STATUS OF SPECIAL SCHOOL MILK PROGRAM 


The special school milk program, authorized by the Agricultural Act of 19% 
authorizes the use of not to exceed $50 million of Commodity Credit Corporatig 
funds for the fiscal vear 1955 and the same amount for 1956, to be used to increas 
the consumption of fluid milk by children in nonprofit schools of high-scho 
grade and under. 

1. Purpose to expand markets for fluid milk and supplement the diets of groy 
ing children. 

2. Operation: 

(a) Funds are divided among the States on the basis of the number of seh 
children between the ages of 5 to 17, inclusive, and the State’s per capita incone 
The formula for cash payments to States under the school lunch program js used 
in alloting the fund to the States. 

(b) The program is operated within the State by the State educational agency 

(c) For schools with a prior service of milk, reimbursement is made for all mil} 
served in excess of the established milk-consumption base which represents norms 
consumption of milk by children in the school, and the maximum reimbursement 
rate is 4 cents for each one-half pint of milk served in excess of the base. For 
schools with no prior service of milk, there is no established milk consumptio 
base and the maximum rate of reimbursement is 3 cents for each one-half pint of 
milk served. 

(d) The additional milk may be served at any time during the school day and 
reimbursement may be made for as many additional half-pints as a child ma 
drink. 

3. Distribution of the funds: Of the $50 million provided for the program for 
1955, $49,500,000 has been divided among the 48 States and the District of 
Columbia. The remaining $500,000 is being reserved for use in conducting ey- 
perimental operations with the States to develop possible new and more effectiy: 
methods of increasing availability and consumption of milk in schools. 

4. The following table shows the amounts available for each State and the nun- 
ber of schools approved as of November 30, 1954 under the program: 











Number of Total num! 





State Available schools of schools 
approved in State 

Alabama_ $1, 817, 645 624 3,872 
Arizona 319, 810 239 j 
Arkansas 1, 142, 955 776 2, 27 
California 2, 383, 192 656 5, 04 
Colorado 421, 785 182 
Connecticut _ - 436, 743 350 
Delaware 69, 993 64 
District of Columbia 135, 863 180 2 
Florida 1, O84, 486 352 1,87 
Georgia 1, 754, 943 960 3, 37 
Idaho 93 
Illinois 1, 955, 5 2, 000 oy ANN 
Indiana 1, 172, 125 721 
Iowa 821, 997 883 7 
Kansas 545, 643 315 4 
Kentucky 1, 455, 404 135 , dul ( 
Louisiana 1, 268, 541 176 2, 09 
Maine 332, O76 284 1,f 
Maryland 668, 562 100 1,2 
Massachusetts 1, 169, 294 1,151 2.44 
Michigan 1, 785, 401 1, 957 
Minnesota 995, 752 1, 157 0, 
Mississippi- 1, 632, 668 663 4,0 
Missouri 1, 146, 306 1, 573 1,0 
Montana. -_- 181, 101 118 1,4 
Nebraska. j 408, 375 72 6, « 
Nevada. _ : , 36, 155 65 2 
New Hampshire 160, 989 171 sp 
New Jersey 1, O80, 857 660 2, of 
New Mexico_. 331, 071 276 _& 
New York 3, 037, 048 1, 844 i, 700 
North Carolina 2, 330, 856 1, 574 D, We 
North Dakota , 277, 160 221 I, 


't of 195, 
OTPOratiny 
LO incregy 
ig h-sehoy 


Ss of LTO 


Of sehoy 
a income 
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ul agency 
r all mili 
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Uursement 
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day and 
rvild ma 


yram for 
Strict of 
“ting ey. 
effectiy: 


he num- 
al num! 


. schools 
n State 


Number of (Total number 
Available schools of schools 
approved in State 
si ‘sth i ae-5 Stailee $2, 017, 100 1, 
slahoma 917, 978 
$35, 526 
2, 846, 512 
207, 544 
, 239, 891 
269, 448 
, 595, 489 
2, S88, 523 
207, 663 
142, 080 
, 355, 518 
631, 734 
937, 292 
, 027, 793 


97, 025 


49, 500, 000 32, 
17 of 130 districts have been approved; number of individual schools not available. 


STATUS OF PROGRAM 


The School Luneh Program is designed to: 
|, Broaden the market for agricultural food commodities by 

a) Providing an expanded market for agricultural commodities through local 
burchases of food by school lunch programs in commercial channels of trade; 

b) Serving as a valuable outlet for agricultural commodities purchased by the 
lepartment to alleviate local and seasonal surpluses; 

c) Expanding the outlet for highly nutritious foods, particularly in areas of 
itritional deficiencies; 

!) Introducing a wider variety of foods, thus creating a demand for commodities 
hat many housewives would not otherwise buy. 

2. Improve the health and well-being of the Nation’s children by: 

a) Providing them a well-balanced lunch at school to help fill their daily 

itritional requirements. 

Experience indicates that children who get lunch under this program, compared 
vith those who do not, show: 

1) More rapid gain in weight and height; 
2) Better attendance records; 
Improvement in scholastic standing; 
Better deport ment ; 
5) Higher resistance to colds and other illnesses. 

b) Developing proper and nutritionally beneficial food habits which will 
ontinue in later life. 

Current activity under the program includes: 

1. Furnishing cash assistance to schools for food purchases by 

a) Apportioning among the States and Territories a minimum of 75 percent 
of the total food assistance funds available on the basis of need as indicated by: 

1) State per capita income compared with United States per capita in- 
come; 
2) State population of children 5 to 17 years of age. 

b) Paying the apportioned funds to State agencies on a quarterly basis to 
enable them to reimburse participating schools for a portion of the food cost of 
lunches served when the schools: 

1) Agree to operate on a nonprofit basis; 

(2) Serve meals meeting minimum nutritional standards prescribed by 
the Seeretary of Agriculture; 

3) Offer luncheon to all children attending the school and serve it free 
or at reduced cost to children who are unable to pay the full cost; 

(4) Agree to purchase commodities designated by the Secretary of Agri- 
culture as being in abundance. 

c) Paying the funds directly to participating private schools in the 27 States 
and Hawaii where State laws forbid disbursement of Federal funds by State 
agencies to private schools. (A proportionate share of the State’s total apportion- 
ment 1s set aside for this purpose.) 
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2. Furnishing food items to schools for lunch programs by: Distributing ;, 
schools through State distributing agencies, commodities acquired under: . 

(a) Section 6, National School Lunch Act. Purchases are limited to 25 per 
cent of food assistance funds and commodities are purchased on the basis of their 
nutritional value and acceptability. 

(b) Removal of surplus agricultural commodities (sec. 32). Surplus commogj- 
ties are purchased for donation to authorized outlets, including school |yne) 
programs. 

(c) Commodity Credit Corporation. Commodities acquired under price SUp- 
port. programs may be donated to authorized outlets, including school lunch pro. 
grams. (Sec. 416, Agricultural Act of 1949, as amended.) 

3. Furnishing administrative and technical assistance to State agencies ana 
participating schools with respect to: 7 

(a) Handling of funds. 

(b) Purchase and storage of food. 

(c) Proper-use of equipment. 

(d) Preparation and serving of meals. 

(e) Maintenance of records and preparation of reports. 

4. Making reviews and audits which provide for: 

(a) Annual audits of the records of State agencies and selected schools; 

(b) Comprehensive administrative analyses of State agencies’ operations under 
the program, 

(c) Administrative reviews in individual schools as necessary. 

Examples of recent progress and trends: 

The school lunch program furnished noonday meals to about 30 percent of tly 
Nation’s 33,500,000 schoolchildren in the fiscal year 1954. This program also 
utilized almost 2.2 billion pounds of food, of which 1.8 billion pounds were pur 
chased in local markets and 350 million pounds were donated by the Department 


A. PARTICIPATION REACHED 10 MILLION FOR THE FIRST TIME IN 1954 


Participation in the national school lunch program, fiscal years 1953 and 1954, 








month 
| Number of schools ! | Number of children 
Month | 
Fiscal year | Fiscal year | Fiscal year | Fiscal yea 
1953 1954 1953 1954 2 
| | | 
ae tien cen casngeee onctaenw hee nine tea es 1, 626 | 4, 438 166, 185 176, 234 
ae eee waa a didi aie See Jimi giitie amet tite 4, 806 | 5, 483 564, 320 709, 451 
September - -------- ‘ cae Jou cemms abbitaae 48, 497 | 49,641 | 8, 577, 406 8, 813, 754 
a psibiwt sekamagequnaninieihassy ne ehbil 54, 183 53,864 | 9, 495, 869 9, 814, 172 
November... -.------ sls ace deaieseiin adamant a ae hte 56, 851 56, 337 9, 794, 896 10, 139, 221 
ew ae nae eae aa 57, 808 57, 010 9, 696, 817 9, YS2, dt 
MI inet aL dasa bee entsillen~ ail i 58, 364 57,479 | 9, 304, 483 9, 970, 965 
PNET 56s ccenacn be i aT nu aumienn oie 58, 400 57, 748 9, 347, 397 9, 878, 021 
Rc 5 ake Siew atabaass sada sibs acces aes 58, 422 57,701 | 9,381,795 | 9, 769, 43 
ES on chitthcaken cassandra nctiel guuaene anhalt 57, 061 | 56, 710 9, 082, 659 9, 315, 847 
May- en bsscdevccendncuceueeusepuandselesens Laagiieas 51, 236 | 51, 367 | 8, 263, 313 8, 832, 898 
OIG dvs dale < Mdewi okie eebereabn> tn anne Goedeetenb uohader | 17, 246 | 18,456 | 3,140, 018 3, 338, O64 
Average, September to June. ---_-----.--------- é 51, 807 | 51,731 | 8, 608, 465 8, 985, 468 
Change from average of prior year_..._.----.---- idee cell +2, 136 —76 | +547, 910 +377, Nh 
PN NE dino vesannnunnctiomne cuniencabeness 58, 422 57,748 | 9,794,896 10, 139,22 
PEG WE oe a dikaddaneMinaechntbeccntsas seer aamenee March | February | November Novemb 


1 Year-to-year comparisons in number of schools participating are affected by the school consolitat 
program. 
2 Preliminary. 


It is estimated that in 1955 participation will exceed 10.5 million childre! 
over 56,000 schools. 
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IBER OF EACH TYPE OF MEAL SERVED 


il (44 to 4 daily nutritional needs) 
1ea] (same as A but in smaller quantities) 
i] (44 pint of milk only) 


i free or at reduced prices 


m rate permitted: Type A, 9 cents; type B 


s than 100 million. 
iilable. 


AND FEDERAL REIMBURSEMENT RATE 


Number of meals Federal reimbursement 
served rate | 


1953 1954 


953 
195: (average) (average 


Billions Billions Cents Cents 
1.2 5.0 2 
f (2) 4) 


{ ~ sell (4) 


1.6 
1 out of 10 


, 6 cents; type C, 2 cents. 


is estimated that over 1.8 billion meals will be served in 1955 with estimated 


ibursement rate of 4 cents. 


METHOD OF FINANCING THE PROGRAM 


Estimated funds, by sources 


il contribution: 

ish payments 

ommodity distribution: 
=e fh 


32 
tal 
ontribution: 
Payments by children_- 


Direct appropriations (State and local) 
Other local contributions - - 


v estimated. 


D. BENEFITS TO 


| 
Fiscal year Fiscal year | Change, 1954 
1953 1954 | from 1953 


$67, 178, 839 $67, 266, 000 +-$87, 161 


744, 071 , 826, 278 +-82, 207 
, 476 94, 217, 791 +-42, 492, 315 


7, 386 310, 069 +42, 662, 


275, 926, 000 000, 000 +-27, 074, 000 
57, 162, 000 2, 000, 000 +4 838, 000 
46, 380, 000 51, 000, 000 +4, 620, 000 


379, 468, 000 000, 000 +36, 532, 000 


513, 115, 386 592, 310, 069 +-79, 194, 683 


GRICU LTURE 


iodities utilized during 1954 in the school lunch program cost approxi- 
vy $384 million. Of this amount, about $275 million was expended by schools 


ocally—both Federal and State funds. 


The remaining $109 million is the esti- 
lated cost of 351 million pounds of commodities which the Department purchased 
ud distributed to schools under section 6 of the National School Lunch Act, 
nd section 32 of the act of 1935, as amended. 


LIBRARIES 
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Sec. 6. National School Lunch Act: 
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COMMODITIES DISTRIBUTED TO THE SCHOOL 


Apricots 

Beans, canned green 
Beans, dried 

Cheese _- 
Grapefruit, canned 


Orange juice, concentrated 


Peaches, canned 
Peanut butter 
Peas, canned 
Tomatoes, canned 
Tomato paste 


Total, sec. 6 


>, 32. Surplus removal: 
Apples, fresh. 
Beans, dried 
Beef, canned 
Beef, frozen 
Butter 
Cheese 
Cherries 
Cottonseed oil 
Cranberry sauce 
Eggs, shell 
Honey 
Milk 
Olive oil 


Orange juice, concentrated 


Pears, fresh__- 
Pecans, shelled 
Pork products - - - - 
Potatoes _ __ 


Cottonseed oil (shortening) _- 


Turkeys, frozen 
Total, sec. 32- 


Grand total 


YEARS 1953 AND 


Fiscal year 1953 


Pounds 


4, 323, 000 


LUNCH 





PROGRAMS 


1954 


14, 892, 000 | 
14, 184, 000 | 


6, 149, 000 


8, 913, 000 
3, 654, 000 


7, 835, 000 | 


16, 195, 000 
8, 041, 000 


84. 186, 000 


605, 924 | 


315,623 | 


13, 967, 612 | 


38, 058 
2, 558, 293 


436, 787 | 


7, 868, 526 
11, 030, 650 


"3,979, 451 
17, 265, 530 


20, 278, 018 | 


38, 611, 704 


_| 116, 956, 176 | 


201, 142, 176. 


| 66, 468, 547 


Amount Pounds 


. 4, 028, 702 
$493, 617 
1, 287, 208 
6, 139, 018 


772, 155 


11, 925, 049 


6, 836, 680 
8, 941, 376 
34, 679, 938 
5, 667, 598 
11, 822, 736 
17, 487, 697 
4, 099, 350 


, 256, 805 | 
989, 507 
853, 806 

1, 695, 862 
1, 256, 003 


14, 744, 071 105, 489, 126 


45, 444 : 
; 1, 978, 316 
81, 835, 407 
114,161 | 32,901, 888 


10, 175, 405 | 
15, 067 
338, 718 
103, 562 


42, 614, 982 
26, 683, 816 


4, 399, 580 


3, 883, 216 | 


2, 843, 314 
4, 210, 410 
2,324,158 | 13, 462, 379 
713, 991 
937, 161 | 
1, 312, 180 4, 184, 574 
581, 550 


11, 846, 418 
17, 730, 078 


21, 668, 888 


51, 724,476 | 245, 987, 751 


10, 807, 564 | 


351, 476, 877 
‘ 


! Excludes $26,788 representing loss in shipment and failure to meet specifications. 


DURING PIs 


Fiscal year 1954 


Amount 


832, 877 
, 960, M44 
, 393, 948 
427, 407 
. 270, 944 ' 
, 727, 84 


580, 105 


— Toy to 


14, 826, 278 
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NATIONAL SCHOOL 


Percentage of schools and children participating, fiscal yea 


O54 
schools 


mount 
Number 
particl- 
pating - 


Total 
number ! 


} 1, 404 
Arizona 273 
ArKansas 947 
lifornia 5. 3, 143 
- 575 
396 
89 
181 
904 

, 409 
402 

3, 216 
, 219 
992 
918 
228 
, 624 
595 
690 

, 953 
2, 213 


» one 


, 109 
2 950 
Montana 265 
Nebraska 430 
Nevada 68 
Hampshire 2909 
New Jersey O84 
New Mexico 279 
w York 399 
1 Carolina 
Dakota 


Alat 


, 393, 948 


» 427, 407 
. 270, 944 


» 127, 84 


580, 105 


+) j 
( oiraao 


ticut 


, 826, 278 


Indiana 
lowa 
kansas 
hentuc ky 
Louisiana 
Mains 


Maryland . 
Massachusetts_- 


NeW 


inia 
ind 


’ennsy 


Rhode 


lh 
Is] 
South Carolina 
South Dakota 


continental United 


lot il, 


States 


‘nerto Rieo 
gin Islands 35 


otal, Territories 2, 544 2, 249 


otal, United and 


lerritories 


States 


164, O41 56, 337 


Latest data available from the U. S. 


LUNCH 


Elementary and secondary 


Office of Education. 


PROGRAM 


1954 


Children in elementary and 


secondary schools 


Total 
enroll- 
ment ! 


Number 
partic 
pating - 


Percent 
partici- 
pation 


Percent 
partici- 
pation 


637 
64, 706 
170, 096 
, 450 
, 052 
2, 195 


+: 


» ave 
5, 992 
. 947 
, 992 
, o07 35 
, 598 38 
, SSI 28 
484 28 
3, 166 23 
, 283 37 
, 159 67. < 
, VS4 29 
747 
3, 407 
, 617 
, 204 
2, 593 
30 , 934 
18 , 049 
6. 265, 26k 2, 173 
30). § , Xb 
43 5 
29 
32 
43 
44 


36. < 
46. 2 
41 
62 
34 
35 
37 


48. ; 
41 
53 
59 
36. ¢ 
13 
21. < 
23. ¢ 


61 


698, 039 
182, 007 
423, 927 
2, 017, 364 
279, 933 
375, 

61, 
122, 33: 
566, 3 
764, 

133 


294, 42.2 
35. 6 
40 
34 
24. ¢ 
19. 4 
21 
37 
41 
4 


O16 
35. § ), 824 
54. ¢ 0, 247 
70. : S51, 252 
42. ¢ 

21 


Or 
“0 


37.¢ 


4 


16 


30, 998, O48 | 10, 139, 221 


Enrollment data 


ind number of 


we for 1951-52 except for the following States: Pennsylvania, Texas, 1950-51 for elementary public 
schools; Rhode Island, Vermont, Illinois, 1949-50 for elementary public schools; Indiana, Michigan, Mis- 


Virgin Islands, 1949-50 for private schools. 


Wisconsin, estimated for elementary public schools; 


Alaska, 1949-50 for public schools; Hawaii 


November 1953: The number of schools and children may have been higher in some States during other 
hs, but November was the peak month in terms of children participating nationally. 
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Estimated value of commodities distributed to school lunch program, fiscal year 1 

















4 
| 
State Sec. 6 Sec. 32 Total 

BIG iis ctsionsiivcninns ecnlbletiniie tiredness siaeciaai $507, 077 $2, 743, 384 $3, 250, 46) 
snc Seiten : a ae 120, 424 851, 721 972, 145 
AVEEES.. .. 3. = 552- sf scugitereandcd ; 308, 840 2, 348, 173 2, 657, 01 
Camiornis......-... L cchak abe Deco speee ek teees aa 702, 489 5, 810, 659 6, 513, 148 
oS a ats epee Lote oeeeth 4 133, 202 1, 012, 905 1, 146, 107 
Connecticut - ---__- siencesl es te pteetlscapib haek encanta ecole ae eas ana 125, 295 | 834, 816 960, 11] 
ot ee iad thee ees : eae 21, 065 220, 107 241, 172 
District of Columbia SP ee a : cal 13, 664 | 187, 916 201, 5% is 
eee. ess obese pthittinesembe hs ox nn gene) 397,201 | 2,378,349 5, 55 iS 
Georgia.._.________. aad PR oe he 582,409 | 2, 843, 134 | > 
Meee. es | 93, 003 | 410, 411 | 
Illinois _---- eas > : * ie: 509, 419 | 3, 741, 088 = 
RSet ee a ee ae a ess SE 379, 670 1, 785, 893 | - 
Towa_...- : ie ees i ee et ea ; 265, 604 | 1, 256, 040 ro 
OS eee ee ; Be image : > 168, 191 1, 313, 516 | = 
Kentucky------.--- ‘ wes Ee ; Biel 434, 955 2, 509, 335 | 2 
Louisiana. - -- - -.-- nA Reet kc irae Se 783, 696 4, 774, 889 = 
ee FOIE gO tes orca te neasas 77, 657 | 395, 086 | 
Maryland... _...._- eeeasin Lanedhs ons ; 164, 540 884, 287 | 











Massachusetts. -___ itaaxs See awe 5 J 229, 786 3, 315, 972 3, 545, 758 8 
Michigan___-__-_- cave a te ee xoaeel 364, 441 1, 914, 481 2, 278, 922 > 
Minnesota. ----.---- eau meee accs Sie. 369, 956 2, 330, 743 2, 700, 699 : 
Mississippi- --_----- fe pS. a 360, 917 2, 047, 911 2, 408, 828 2 
re Bath ees POR sided gohan cas 399, 757 | 2, 241, 835 | 2, 641, 502 3 
NS ce sek 5 eo eee 55, 099 250, 802 | 305, 901 S 
PRU UNER =. 2h tds oe snot a Leek inn an tees Stee 63, 136 466, 317 | 529, 453 § 
Nevads......2). 24... Sot Dele waaietn sets Shes 11, 735 134, 700 | 146, 433 Ss 
New Hampshire---______- Lecuendeeetecsans aan inf 52, 263 291, 049 | 343, 312 ~ 
New Jersey. .--------- ise Sntith ws Senne edeacsaus's 206, 508 2, 447, 767 | 2, 654, 275 = 
New Mexico..----- er LN Jae ue Dal 84, 574 795, 528 | 880, 102 = 
New York------ a So epee 823, 347 4, 713, 231 | 5, 536, 578 % 
North Carolina -_-- ; : ER ge ; 733, 670 4, 029, 195 4, 762, a 
North Dakota- --- : Detain woes Re Lee Eekcscckaeek 65, 959 477, 190 t; 5 
oS ee ch abcnwouees . ai scboue 599, 083 4, 359, 441 4, 95 a 
Oklahoma.----.------. : 5 La 55 a a 275, 499 | 1, 818, 138 | = 
Oregon ____------ iinwdattne ek : 3 ome se 170, 080 991, 714 1, 8 
Pennsylvania_- a a Aee aha = : ; 449, 894 3, 653, 170 4, 103 S 
Rhode Island_.- Udo cceeWeheoebun j aout «> ef 33, 055 251, 119 : 
South Carolina--__-- 5 Pee en wun : pee 391, 210 2, 157, 862 2,5 = 
South Dakota-_-----_-- he ee da eae 49, 694 353, 935 ~ 
Tennessee ____- aoe sank ie Sab aalabsind as) Dads dearer t tebe 571, 924 3, 679, 006 4, 250, 2 
Texas... ~aea oe inate is abtiowias alee eee 784, 901 4, 864, 127 . 
OD iia eerie 4S anteobebetes e eisiedis ses 104, 326 771, 410 = 
Vermont.-__- ce epee ec toe sett hetee cor 47, 381 325, 551 2 
Virginia_____. siesta iad Se aii cco ; ee 386, 308 2, 543, 973 2, 930, 281 “. 
Washington __-_- : db ikcmedin tadeacnwaa tel 242, 915 1, 381, 169 1, 624, 084 = 
West Virginia__...__- Gaae ow athena ibek 260, 937 1, 312, 175 1, 573, 112 8 
Li. ‘ 224, 009 1, 435, 955 1, 659, 964 . 
Wyoming._._-- . 35, 438 165, 968 201, 406 z 
Total, continental United States____- i 14, 236, 203 91,823,143 | 106, 059, 34¢ es 
Territories: : 
Alaska_.- ad 2, 932 41, 333 44, 265 % 
mewell. o 02.5.1... ae . ; 153, 207 591, 684 744, 891 ~ 
Puerto Rico-- - siping eeodtte as ane 423, 455 1, 715, 381 2, 138, 83 = 
Virgin Islands___- : as = 10, 481 46, 250 56, 73 2 
Total, Territories. ___-- : ; eee 590, 075 2, 394, 648 2, 984, 72 < 
SPY ORs csp aweeeewtaeaduabucn ahaa . | 14, 826, 278 94, 217, 791 109, 044, 069 . 
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GENERAL STATEMENT 


Mr. Warrren. We have with us Mr. Trainer who has handled this 
program for quite a number of years. We will be glad to have your 
veneral statement, Mr. Trainer. 

Mr. TRAINER Mr. Chairman, | have a brief statement to bring the 
committee up to date on recent developme nts in the school lunch pro- 
vram. Also, since this is the first year of operation of the special 
xhool milk program, I have a short statement on how the program 
was launched and how it operates. 

Mr. WuirTeN. We would be glad to have that. 1 wish you would 
for the record put in the provisions of law which apply and the basis 
or formula for distribution of funds, plus any regulations which you 
have which determine the rate of distribution. Also, I would like to 
have the provisions of the special milk program for the record. It 
may make it easier for those who read the record to have these inserted 
asa part of your remarks. 

Mr. TRAINER. Yes, sir. 1 will cover that at the beginning of my 
statement. 


GENERAL PROVISIONS OF THE SCHOOL-LUNCH PROGRAM 


The national school-lunch program, authorized by the National 
school Lunch Act of 1946, was designed to improve the health and 
well-being of the Nation’s children and broaden the markets for 
ne food commodities. Federal assistance in both the form 

cash and food is provided to the States and Territories for use in 


serving nutritious midday meals to children attending schools of high- 
siool grade or under. To be eligible to participate in this program, 
schools must operate their lunchroom on a nonprofit basis and must 
comply with the minimum requirements set forth in the agreement 
entered into by the State, educational agencies and the United States 
Department of Agriculture. The meals served must meet minimum 
nutritional requirements established by the Department. Each 
State's share of the total funds available is determined by a formula 
in the National School Lunch Act which takes into account (1) the 
number of children in the State as compared to the number of children 
n the United States and (2) the relation of per capita income in the 
‘tate to the average per capita income in the United States. The 
cash allotment is paid to the States in quarterly installments and upon 
submission of claims to the State agency the individual schools are 
reimbursed for a proportion of the food costs of each meal served. 
Federal funds paid to a State must be matched from sources within 
the State. From 1951 through 1955, States must contribute $1.50 
for each Federal dollar. Beginning with this next fiscal year, 1956, 
the States must contribute $3 for every Federal dollar. Contributions 
irom the States in 1955 are expected to exceed matching requirements 
of the States by almost 450 percent as compared with 400 percent in 
19: 54. 


GENERAL PROVISIONS OF THE SPECIAL SCHOOL MILK PROGRAM 


The Agricultural Act of 1954 authorizes the use of $50 million of 
CCC funds in each of the next 2 fiscal years to increase the consumption 
of fluid milk by children in nonprofit schools of high-school grade and 
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under, to aid in expanding markets for fluid milk and to supplemer; 
the diets of growing children. The funds are divided on the same basis 
as cash payments under the school-lunch program, and schools arp 
reimbursed for milk consumed over and above the normal consump. 
tion. For schools with prior milk service, the maximum reimburse. 
ment rate is 4 cents for each one-half pint of milk served in excess of 
normal consumption, and for schools with no prior milk seryice 
the maximum reimbursement rate is 3 cents per one-half pint of mili 
served. 
PARTICIPATION AND COVERAGE 


The school-lunch program is continuing to expand. 

In 1954 the program reached for the first time 10 million children 
and 1.7 billion meals were served. Seventy-six percent of these meals 
were type A meals, complete meals, including milk. The previous 
high was 71 percent type A meals in 1953. 

In the current fiscal year, 1955, in November we already have 
reported 10.8 million children participating. We will probably go well 
over 1.8 billion meals and perhaps at least 80 percent of the meals 
will be type A. In 1954 the Federal cash contributions to total 
meals served averaged about 4 cents, with about 434 cents for type A 
meals. In 1955 Federal cash payments have been estimated to be 
about 3.8 cents for the average of all meals with a little over 4 cents 
for type A. 

STATE AND LOCAL CONTRIBUTIONS 


We also find that the State and local support is increasing to a 
very healthy degree. In 1954 total contributions from State and 
local sources were $418 million. In 1955 this is expected to increase 
to around $460 million. Also, the amount of funds spent locally 
for food purchases by the local schools are increasing and affording a 
very healthy market for local merchants and local farmers. In 1954, 
food purchased locally by the schools out of Federal cash assistance 
and local funds combined amounted to $278 million. In 1955 our 
best estimate at this time on this same basis is that it will be above 
$295 million. 

I believe that will give you the current picture on the school-lunch 
program. 


PROPOSED REDUCTION OF PURCHASES ON NATIONAL BASIS FOR 
DISTRIBUTION 


Mr. Wuirren. I notice that the budget recommends a reduction 
in section 6 funds of $15,236,197. This is reflected in your estimate 
as to what the Federal contribution to the type A and B lunches will 
be next year. Section 6 authorizes the funds that are made available 
for the purchase of foods, does it not? 

Mr. Tratner. Section 6 funds, Mr. Whitten, is that portion of th 
total appropriation which is reserved for the Secretary to buy foods 
on a national basis and then distribute these foods to the State dis 
tributing agencies down to the individual schools. 

Mr. Wuirren. In other words, it does give some freedom and some 
latitude in purchasing foods that might be in trouble from the stand: 
point of needing markets. I have seen many times that, where the 
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Department, through its price-support program, could step in and 
buy a limited quantity, it would stabilize the market resulting in 
millions of dollars of savings to the producers. In connection with 
the distribution of surplus foods through section 32, they frequently 
are of a limited variety. Section 6 is the source for the Secretary to 
provide other foods which are nutritious and which may add to a 
balanced meal; is that not true? 

\r. Trarner. That is correct, Mr. Chairman. The surplus foods, 
of course, are delivered to schools through section 32 funds. The 
section 6 funds are used to buy foods that are of good nutritional 
value and they may or may not be particularly in surplus position as 
the foods are that are made available under section 32. 

Mr. Wairten. Now, carrying the matter further, there is nothing 
to keep you from using section 6 to meet surplus needs; but section 32 
funds are limited to those that are in surplus supply? 

Mr. Trainer. That is correct, sir. 

Mr. Wuirren. If we eliminate this section and the funds that 
heretofore have been carried in it, are there other funds with which 
to buy commodities that might be helpful to a well-rounded program? 
In other words, if the Secretary makes no effort along that line there is 
nothing to prevent the local’ school and the local authorities from 
buying them themselves? 

Mr. Tratner. That is correct. 


BASIS FOR REDUCTION IN BUDGET FOR SCHOOL LUNCH PROGRAM 


Mr. Wuitren. But, that being true, the Federal budget has cut 
the school lunch program $15 million? 

Mr. Trainer. Yes, sir. The proposal is to reduce the appropri- 
ations to the school lunch program $15 million. 

Mr. Wairren. Was that based on the fact that there is less interest 
in the school lunch program? 

Mr. Trainer. No, sir. 

Mr. Wurrren. There is more interest; is there not? 

Mr. TRAINER. Yes, sir. 

Mr. Warren. Was that based on improved State financial condi- 
tions? Do you know one way or the other? 

Mr. Trainer. You mean overall? 

Mr. Wurrren. I am trying to find out the reason behind the 
reduction. It does not come from the States improving their financial 
position, as far as you know? 

Mr. Trainer. It is based on two factors, Mr. Chairman. ‘The 
outlook for continuing availability of large supplies of surplus com- 
modities under section 32 and price-support authority seems to be 
such that we believe there will be large quantities of these foods 
available to schools. Many of them are of high nutritional value, 
particularly the dairy products that have been available for the past 
2 years to schools in unlimited quantities, and I feel sure will be next 
year also in unlimited quantities. 

The second factor is the point that I made earlier in my statement, 
pointing out that the local food purchases have increased constantly 
over the past few years from $278 million in 1954 to where we believe 
it will be above $295 million in 1955. The proposal would not reduce 
the initial allotment of cash to States. They would still have that 
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same amount of money to buy food locally, plus the total amoup; 
that comes from sources within the State. This affords the loca] 
community a good deal of flexibility to buy the foods they would need 
to meet the nutritional requirements to go with foods that are donated 
in the form of surplus. 

Mr. Wuirren. Looking at your justification, section 6 funds haye 
been used to buy apricots, canned beans, dried beans, grapefruit 
juice, orange juice, peaches, peanut butter, canned peas, canned 
tomatoes, and paste tomatoes. To the extent that you cut out $15 
million here, you are reducing that much of the market for those 
products. Also, to the extent we cut out, the $15 million here, if 
those products are needed at the local level, they will have to be bought 
from local funds? 

Mr. Trainer. That is correct. 

Mr. Wuirtren. Did you recommend this cut to the Department or 
to the Budget Bureau? 

Mr. Trainer. To tell you the truth, sir, I did not. 

Mr. Wuirren. Mr. Marshall? 


DISTRIBUTION OF BEEF 


Mr. MarsHauu. Mr. Trainer, in looking over the commodities 
that were supplied to the school lunch program under section 32 and 
section 6 funds, how much beef was supplied to the school lunch 
program during this fiscal year? 

Mr. Trarner. Mr. Marshall, our best estimate—these figures, 
of course, cannot be complete until the year is closed, but our best 
estimate at this time is that in 1954 we supplied 114.7 million pounds 
to schools, valued at $45 million. 

Mr. Marsuatu. That is for the calendar year? 

Mr. Trainer. That is for the fiscal year. 

Mr. Marsnauyi. Of 1954? 

Mr. Tratner. Yes, sir. For the fiscal year 1955, the year we are 
now in, our best estimate is that it will be approximately 28 million 
pounds, valued at about $11 million. Asa matter of fact, Mr. Marshall, 
this one product, $34 million less in total dollar value, is the one item 
that has caused, I think, the greatest reaction from the local school 
and State authorities when they have made the statements that they 
are not getting nearly as many commodities as they got last year. 

Mr. Marsua.t. It has been reported to me that some schools 
have not received any meat at all during the school term. 

Mr. Trainer. During this present school term? 

Mr. MarsHa.u. Yes. 

Mr. Trainer. You mean this school year? 

Mr. MarsuHauu. This school year starting September 1. 

Mr. Trainer. What we did, Mr. Marshall, in the summer when we 
saw that we had one of two calculated risks to take, if we held all of 
this beef and gravy for school consumption and then we found our- 
selves in this current fiscal year facing the necessity of another bee! 
purchase program we thought we would be plugging outlets that we 
might need. On the other hand, if we went right ahead and made this 
meat and gravy available to meet other pressing needs, such as the 
increased welfare load and did not have any to offer to schools this 
year then we would be subject to even greater criticism, so we tried 
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io do the best that we could do. We cut off the welfare outlets and 
the institutional outlets in the fall and then advised the State agencies 
on this basis: 

We have already donated this food to you. You have title to it. We would 
irge you to make it available first to the schools for the balance of the year. If 
“ou have other real urgent needs, such as a very pressing welfare caseload, you 
will have to use your best judgment as to how much you give tern. 
The greater majority of the States immediately reserved this for 
shools. The amount available to each individual school varied 
because most of this was already out of our inventory before the schools 
even opened this year. 


AVAILABILITY OF POULTRY PRODUCTS 


Mr. MarsHaLu. Mr. Trainer, the question I have in mind is how 
many turkeys were supplied this last year to the school-lunch pro- 
eram? 
~ Mr. Tratner. Not one turkey. 

Mr. MarsHau. The turkey market was in a very demoralized 
condition and no use was made of this outlet to dispose of turkeys to 
the school lunch program. Mr. Trainer, the chicken market was in 
extremely demoralized position. Would you comment on that? 

Mr. Tratner. Mr. Marshall, it is true that we made no poultry 
of any kind available to the school lunch program. The same situa- 
tion was true with turkeys. 

Mr. ANDERSEN. The same situation occurred with eggs? 

Mr. Tratner. I imagine that Mr. Marshall was about to ask that 
question in & moment. 

Mr. ANDERSEN. We are taking up the whole problem. 

Mr. Trainer. I am sure the committee appreciates the fact that 
in the division I am responsible for, my particular task is to furnish 
the appropriate commodity divisions with estimates of the kinds and 
amounts of any item such as turkeys, poultry, or eggs, that the schools 
of the Nation could use advantageously in their diets. Also the 
amounts we could use in institutions as well as our welfare outlets. 
That information is furnished to the appropriate commodity division 
responsible for the operation of either price supports or section 32 
operation. It is the responsibility of that commodity division, and 
appropriate authorities in the Department, to determine whether or 
not the economic condititions are such as to make a purchase of these 
items and the amount to purchase feasible, as to whether or not it is 
in keeping with the authorization under section 32. If they feel that 
they should buy more than I can show they have legitimate outlets 
for they adjust their program to the outlets. So my job is to advise 
them as to what I could use if they find the necessity of buying, and 
then, if bought, to see that it is distributed equitably. 

Mr. MarsHauu. Mr. Trainer, 1 appreciate this explanation. The 
chicken market was in a highly demoralized position last fall. Were 
any cbickens furnished you for distribution through the school-lunch 
program? 

Mr. Trainer. No, sir; not as far as any purchase activity of the 
Department. I would like to point out, Mr. Marshall, that as 
well as supplying foods to schools, we do work in close cooperation 
with each State agency to encourage the schools to buy items that 
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are in economic distress. We put out special information to lj 
schools under the school lunch program on turkeys, on eggs, and oy 
oultry and urged them to use their local funds to buy these items 
ocally because we felt that they could not spend their dollars mor 
wisely and that they would probably get the best prices at that par. 
ticular time than they would at any other time. So we did have y 
good response from schools locally and we had actual reports on jt 
so that we know we got a lot of local response without distributing 
it to them as a result of Government activity. 

Mr. Marsa. Mr. Tainer, in my district, pullet eggs were selling 
for 5 and 6 cents a dozen last fall. I state this in order to indicate to 
you the condition of the market at that time. The egg market was 
highly demoralized, and I ask, were any eggs furnished to you for 
distribution to the school lunch program through section 32 funds? 

Mr. Trainer. No, they were not, Mr. Marshall. I would say this, 
that with the section 6 funds, we did make a very serious attempt to 
buy some dried eggs for schools. We asked for offers and we were 
unable to buy the quantity which we would need to make the distribu- 
tion to all the schools in the school-lunch program at a price that we 
felt was anywhere in line with the market. 


REQUESTS FROM SCHOOLS 


Mr. Marsuauy. Have the schools, Mr. Trainer, made any request 
to you for any of these commodities? 

Mr. Trarner. Yes, they do all the time, Mr. Marshall. I constantly 
try to explain to school authorities, both State and local, that the 
Department is not in a position with its authorization to furnish 
all the dietary needs, but rather the surplus foods must come to them 
when they are purchased by the Department because of economic 
necessity and that we are not in the business of receiving orders from 
schools for foods that they may particularly need. We point out to 
them that they have cash assistance from the Federal Government, 
plus all this local matching fund which amounts to $295 million this 
vear to buy foods. 

Mr. MarsHauu. Have you apprised the people who determine policy 
from the Agriculture Department of the situation that exists as re- 
gards these requests from the schools? 

Mr. Tratner. Yes, sir; I have informed my own Administrator 
and the people in the commodity divisions of the desires of the school 


people. 
DISTRIBUTION OF COMMODITIES TO SCHOOLS IN MISSISSIPPI 


Mr. WuirttEN. Before I forget it, I would like to have a comparison 
of the deliveries of commodities made in Mississippi last year and up to 
this point this year. I mentioned earlier to Mr. Wells that I have 
had strong complaints that the argument that more commodities are 
available was not being borne out by actual deliveries. I am sure 
also that others would be interested from other States. 1 would like 
to have that so that we can find out what the facts are and what the 
trouble is. 

Mr. Trainer. I have it right here. 
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Mr. Wuirten. I would like to have it inserted in the record at 
this point, plus any explanation that you have of it. 

Mr. TRAINER. I have here, Mr. Chairman, a table showing deliver- 
ies to Mississippi in the fiscal year 1954 and estimated first half of the 
fiscal year 1955. Then, I have the fiscal year 1954 and our best esti- 
mate for the entire year 1955. 1] am sure you will appreciate that that 
last figure is a little difficult to estimate at this moment. 

(The information referred to follows:) 


Cost of commodities distributed to schools in Mississippi 
FISCAL YEAR 1954 AND ESTIMATED FIRST HALF, FISCAL YEAR 1955 


[In thousands] 


Ist half 
Commodity fiscal year Commodity 
1955 
See. 6: Sees. 32 and 416—Con. 
Canned fruit Dry beans 
Dried fruit 37 Dairy products $800 
Citrus juice Shortening and cottonseed oil 83 
Canned vegetables 84 Canned fruit 9 
Peanut butter 34 3 Honey 29 
Dry beans 28 Potatoes 1 
- Pecans 67 
lotal 361 
=— Total 
Sees. 32 and 416: 
Beef , 059 Grand total 


FISCAL YEAR 1954 AND ESTIMATED FISCAL YEAR 1955 


{In thousands] 


Fiscal | Estimated Estimated 
Commodity year fiscal year Commodity fiscal year 
1954 | 1955 1955 


Section 6: Sections 32 and 416—Con. 
Canned fruit. -- ---| $128 $136 Dairy products 
Dried fruit___.--- - 37 Shortening and cotton- 


9° 


Citrus juice___- 23 seed oil 
Canned vegetables , 102 Canned fruit 
Peanut butter _- ‘ 34 Honey 
Ee Wbetscaccoeeces 2% Potatoes 

~~ — Pecans 


Total__.. 36 295 Rice 


Sections 32 and 416: Total 
Beef_. : , 056 308 
Dry beans_._- 45 Grand total 


Mr. Wuirren. Letters that I am getting say that in 1 county 
they had 30 shipments of a certain item as of a year ago, and this 
year they have had only 16. Taking it up with State officials, they 
say that they have not received the deliveries within the State. 
Could that be explained in part by the quantity of shipments that go 
into various other uses? 

Mr. Trainer. No, sir. The school lunch program gets first pri- 
ority on any commodity. It is explained largely by the fact that an 
item like beef, a relative high-cost item and very valuable item, is so 
much less this year than it was last. 

Mr. Wuirren. And it could be the result of what Mr. Marshall 
has pointed out, that section 32 did not support certain commodities, 
and since they did not support them, they thereby channel less into 
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school lunch; is that not true? If they do not buy them they do not 
have them to distribute? 

Mr. TrarNner. It is true that if they do not buy, I will not haye 
them to distribute. — 

Mr. Wuirren. You have not had them to distribute because they 
have not bought them. 

Mr. Trainer. Yes. 

Mr. Wuirren. What is the comparison percentagewise? 

Mr. Trainer. This year the percentage is about 27 percent less 
than last year. 

Mr. Waurrren. And that does not reflect any change in the law 
or change in regulations. It merely reflects percentagewise the fact 
that you had less to distribute? 

Mr. Trarner. That is correct. I would like to point out, Mr. 
Chairman, if I may, last year, fiscal 1954, Mississippi received $1 ,059,- 
000 worth of beef and gravy and hamburger. This year, because we 
were working on end inventories left over from last year’s purchases, 
they received $308,000. You can see the tremendous difference in 
just that one item. 


QUESTION OF WHETHER SCHOOL LUNCH PROGRAM SHOULD BE REDUCED 


Mr. Wuirren. The record shows at this point that those in charge 
of section 32, and those making the decision as to whether or not to 
buy, by their inaction have not made those available to you. | 
wonder if the committee is entitled to assume that it should cut out 
$15 million on the basis that more commodities will be available, 
when by their own inaction there may not be any. There 1s nothing 
to convince this committee that they are going to buy commodities 
to a greater extent than in the past, when this year they are buying 
them to a lesser extent than last year. So whatever the justification 
for cutting the Federal school lunch program by $15 million, the 
record to date shows that the argument that there will be more com- 
modities available is highly questionable. If we were going to base 
it on what they have done this year, we would have to say there 
would be fewer commodities. So it might be that we ought to increase 
the school lunch program money to offset their inaction in the section 
32 funds. 

Mr. Andersen? 


AUTHORITY FOR APPROVAL OF SECTION 32 PROGRAM 


Mr. ANDERSEN. Mr. Trainer, who, in the final analyses in the De- 
partment decides whether or not to get in and buy turkeys or chickens 
or eggs when such are purchased under section 32 funds? 

Mr. Tratner. The Secretary of Agriculture with the advice of the 
Board of Directors of the Commodity Credit Corporation, Mr. 
Andersen. 

Mr. ANDERSEN. They make the policy in that? 

Mr. TRAINER. Yes. 


BOARD OF DIRECTORS, COMMODITY CREDIT CORPORATION 


Mr. ANDERSEN. Will you place in the record at this point a list of 
the particular board of directors? 
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\ir. TRAINER. Yes. 
(The information requested is as follows:) 


Board of Directors of Commodity Credit Corporation 


Name Office in CCC Other positions in the Department of Agriculture 


Board of Directors: | 
Ezra Taft Benson _-_ - Chairman Secretary of Agriculture. 
True D. Morse | Member | Under Secretary of Agriculture 
Earl L. Butz_--- : ..do | Assistant Secretary of Agriculture. 
Ervin L. Peterson. - do Do. 
J. A. MeConnell---. do Do 
Oris V. Wells-- : do Administrator, Agricultural Marketing Service. 
R. L. Farrington -___. do Solicitor. 


POULTRY PRODUCTS ADVISORY COMMITTEES 


Mr. ANDERSEN. I want also, Mr. Chairman, in the record at this 
point, the names of the persons embodying the Poultry Industry 
Committee who were largely instrumental, as I understand it last 
fall, in turning down my request for any purchase of poultry or eggs 
under section 32; at least I was so informed to that effect and that 
the Department had followed the advice of this Poultry Industry 
Committee. I want the names of the people involved. 

Mr. Trarner. I have them here. There were two committees 
and one group—the broiler industry group that was called in to 
confer on a onetime basis. 

(The information requested is as follows:) 


TURKEY INDUSTRY ADVISORY COMMITTEE 


J. Arza Adams, Adams Farms, Pleasant Grove, Utah 

Herbert Beyers, general manager, Norbest Turkey Growers Association, Post 
Office Box 1629, Salt Lake City, Utah 

Benjamin I, Brown, Producers’ Distributing Agency, Inc., 84-106 Gansevoort 
Street, New York 14, N. Y. 

Peter C. Crafts, Rosmoore Farms, Grasmer, N. H. 

Herman Dahlberg, C. A. Swanson & Sons, 1302 Douglas Street, Omaha, Nebr. 

0. E. Droege, Dairy and Poultry Department, Swift & Co., Union Stock Yards, 
Chicago, Ill. 

Dwight Ewing, Jr., 1816 L Street, Merced, Calif. 

F. D. Griffin, vice president, Allied Mills, Inc., Board of Trade Building, 141 
West Jackson Street, Chicago 4, Ill. 

Hovle Griffin, Monroe Processing Co., Monroe, N. C 

Roscoe Hill, Roscoe Hill Hatchery, 910 R Street Lincoln 1, Nebr. 

Chester C. Housh, East Point Turkeys, Elkton, Va. 

Fred Hunt, manager, poultry division, Washington Cooperative Farmers Associa- 
tion, 201-217 Elliott Avenue, West Seattle, Wash. 

Ralph James, James Bar Nothing Ranch, Post Office Box 918, Austin 5, Tex. 

Dwight Lifer, Lifer’s Turkey Farm, Danville, Ohio 

\lex Maul, Maul & Pollastrini, 5404 Shields Avenue, Fresno 2, Calif. 

Gravdon MeCulley, McCulley Turkey Farm, Maple Plains, Minn. 

D. W. Mertz, Mertz Turkey Farm, Northumberland, Pa. 

Clem W. Norton, president, Northwest Poultry & Dairy Products Co., 232 
Southeast Oak Street, Portland 14, Oreg. 

Frank Priebe, Priebe & Sons, Ine., 110 North Franklin Street, Chicago, Ill. 

William C. Purdy, Jewel Food Stores, 3617 South Ashland Avenue, Chicago 9, Ill 

J Sykes, vice president, Ralston Purina Co., Checkerboard Square, St. Louis, 
iO, 

Ray Thompson, Thompson Bros. Hatchery, Ellsworth, Iowa. 

\rlo V. Turner, president, the Grange Co., Box 860, Modesto, Calif. 

Henderson Wileox, F. M. Stamper Co., 100 East Coates Street, Moberly, Mo. 
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EGG INDUSTRY ADVISORY COMMITTEE 


Hendrik Ahlers, Carl Ahlers, Inc., 168 Duane Street, New York, N. Y. 

Harry J. Beernink, general manager, Washington Cooperative Farmers Associ. 
ation, 201-217 Elliott Avenue West, Seattle, Wash. 

Clyde C. Edmonds, secretary and general manager, Utah Poultry & Farmers 
Cooperative, 1800 Southwest Temple, Salt Lake City 11, Utah. 

Robert H. Farr, market analyst, Fairmont Foods Co., Omaha, Nebr. 

Leo Fuchs, Ideal Poultry Farm, Cameron, Tex. 

Leland J. Graham, general manager, Southern States Marketing Cooperative. 
1621 Little Walsh Street, Baltimore 17, Md. 

Fred J. Halstead, Sheldon Dairy and Poultry Farm, Waseca, Minn. 

Arthur J. Hannah, secretary, ROP Association, 2065 Eastern Avenue, §] 
Grand Rapids, Mich. 

Dr. John C,. Hutter, Cooperative Grange League Federation Exchange, Ine..’ 
Ithaca, N. Y. 

H. C. Kennett, Farmers’ Mutual, Inc., Durham, N. C. 

Edward Lafrenier, Allenton, R. I. 

Thad Macy, Indiana Farm Bureau Cooperative Hatchery, 47 South Pennsy!vania 
Street, Indianapolis, Ind. 

Glenn H. Olson, Olson Bros., 3855 Lankershim Boulevard, North Hollywood, 
Calif. 

George R. Parker, Parker Poultry Farm, R. F. D. Schalks Road, Plainsboro, N. J. 

Robert R. Parks, president, American Poultry and Hatchery Federation, Parks’ 
Barred Rock Farm, Altoona, Pa. 

H. R. Rohe, general manager, Oregon Egg Producers, 306 Southeast Ash Street, 
Portland 14, Oreg. 

A. V. Seollard, Brentwood Egg Co., 409 13th Street, Oakland 12, Calif. 

R. W. Senecal, manager, egg division, H. P. Hood & Sons, 500 Rutherford Avenue, 
Boston 29, Mass. 

H. E. Slusher, 206 East Capital Avenue, Post Office Box 658, Jefferson City, Mo. 

Blanton Smith, Smith Hatchery, 927 Gallatin Road, Post Office Box 1123, Nash- 
ville 2, Tenn. 

Clarence L. Sturm, A. Sturm & Sons, Manawa, Wis. 

Herb Swanson, Armour & Co., Union Stock Yards, Chicago 9, III. 

L. N. Thompson, manager, egg department, Poultry Producers of Central Cali- 
fornia, 840 Battery Street, San Francisco, Calif. 

Ralph Treat, Wooster Cooperative Poultry Association, Box 45, Wooster, Ohio. 


BROILER INDUSTRY ADVISORY CONFERENCE 


Joseph N. Gill, Mansfield Center, Conn. 

Harry J. Beernink, general manager, Washington Cooperative Farmers Associa- 
tion, 201-217 Elliott Avenue, West Seattle, Wash. 

G. E. Coleman, Nichols Poultry Farms, Ine., Kingston, N. H. 

Robert Cook, Industrial Trust Co., Providence, R. I. 

Clyde C. Edmonds, secretary and general manager, Utah Poultry and Farmers 
Cooperative, 1800 Southwest Temple, Salt Lake City 11, Utah. 

Otis Esham, Otis Esham’s Hatchery, Parsonsburg, Md. 

Joseph Fechtel, Western Hatcheries, 1407 North Industrial Street, Dallas, Tex. 

Ray E. Firestone, Firestone & Co., Troutville, Va. 

Paul Flynn, Kroeger Co., Cincinnati, Ohio 

O. H. Green, Seven Oaks Poultry Farm and Hatchery, Spartanburg, 8. C. 

H. C. Kennett, manager, poultry department, Farmers’ Mutual, Inc., Durham, 
N.C. 

J. R. May, Evansville, Wis. 

Robert Merkle, chairman, broiler department, Indiana State Poultry Association, 
Claypool, Ind. 

Raymond Miller, Lancaster, Pa. 

William R. Murray, chairman, board of directors, Eastern Shore Poultry Growers 
Exchange, Ocean View, Del. 

Lyman Neal, Hales & Hunter Co., 141 Jackson Boulevard, Chicago, III. 

B. C. Rogers, Morton, Miss. 

Victor Pringle, Rockingham Poultry Marketing Cooperative, Broadway, Va. 


Joseph Ray, Joe Ray Poultry Co., 407 Water Street, Danville, Ark. 


Roy Ritter, The A. Q. Poultry Farms, Springdale, Ark. 
A. H. Smith, vice president and manager, dairy and poultry division, Armour « 
Co., Union Stock Yards, Chicago 9, Ill. 
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lark Swanson, secretary and treasurer, C. A. Swanson & Sens, 1202 Douglas 
street, Omaha 8, Nebr. 

J. M. Tankersley, president, Georgia Poultry Federation, Gainesville, Ga. 

Charles J. Thurmond, J. D. Jewell Co., Gainesville, Ga. 

Oscar Turner, Fort Halifax Processing Co., Waterville, Maine. 

Paul Turner, the Grange Co., Box 860, Modesto, Calif. 

Howard Whelan, Brockton Cooperative Poultry Producers, Avon, Mass. 

Richard T. Leach, head, poultry department, California Polytechnic School, 
San Luis Obispo, Calif. 


INACTION OF DEPARTMENT DURING DEMORALIZED POULTRY MARKET 


Mr. ANDERSEN. There can be attributed no responsibility what- 
soever to Mr. Trainer for not having made available to the school- 
lunch program the foods. I am hitting directly at the people whose 
responsibility it is. ‘To me it is simply asinine, gentlemen, that the 
Department of Agriculture, together with these advisory committees, 
did nothing whatsoever last August and September in stepping into a 
demoralized market and buying up eggs and poultry as they should 
have done to help the market at that time. Why, this $15 million 
that is removed from the budget and attempted to be shown as a 
savings at the expense of the school lunch program is peanuts com- 
pared to what the Department of Agriculture cost the poultry growers 
of America through inaction last fall. When this Department 
refused to go into the market and bolster that market to some slight 
degree at least last fall when it was demoralized, it is my opinion that 
the Department cost the poultry growers and egg producers of Americ: 
a good many hundreds of millions of dollars. Gentlemen, that is my 
personal opinion. 

Mr. Marshall has stated, and correctly so, that pullet eggs were 
bringing around 6 cents a dozen to the farmers in Minnesota and top 
medium-grade eggs were as low as 13 cents, and the top grade-A eggs 
I think were in the neighborhood of 24 or 26 cents. 

The top-grade eggs at that time in August and September did not, 
| think, constitute more than about 15 or 20 percent of the total 
production. 

Yet when I besought the Department of Agriculture that something 
be done toward stopping that decline and buy some of these products, 
I repeat the Department made the asinine decision, Mr. Chairman, of 
doing nothing about the situation. 

| repeat that that action on the part of the Department and whoever 
was responsible for it, whether it is Mr. Benson, whether Mr. Wells 
had a part in it, or not, or whoever had a part in it, cost the farmers 
of America a good many hundreds of millions of dollars in less gross 
income. 

Mr. Wuirren. Will the gentleman yield? 

Mr. ANDERSEN. Yes. 

Mr. Wuirren. I am sure you will agree that in the years we have 
sat on this committee we have seen dozens of times where the Depart- 


ment of Agriculture has moved in with section 32 funds or other 


funds and offered to buy a reasonable quantity, the part that might 
be surplus at the moment, and has stabilized the market and saved 
the producers millions of dollars. Frequently they haven’t had to 
spend any money at all to get the result. It comes from moving in 
and acting, which in this case has not been done. 
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Mr. ANDERSEN. I have in my district the city of Worthingtoy, 
Minn., which is justly known as the turkey capital of America 
In August 1952 the turkey market suddenly went into the doldruns 
I requested of the Secretary then, Mr. Brannan, that he institute, 
purchase program. He did and as a consequence we see on page 7} 
that there was made available to the school-lunch program, through 
section 32, 38 million pounds of turkey. 

Now, that action on Mr. Brannan’s part helped the turkey marke 
considerably and I want to give him credit for it. 

As I say, Mr. Trainer has no responsibility under this. It simply 
affects Mr. Trainer’s division by the fact that these poultry products, 
the very best possible food for the children of America, are not noy 
available through a very unwise decision on the part of the Department 
of Agriculture not to step in and purchase it. 

Mr. MarsuHauu. Following what Mr. Andersen has said in conne- 
tion with the demoralized market, to indicate the effect of announce. 
ments on the market, last fall it was indicated that the Secretary of 
Agriculture might enter into an egg purchase program. 

On the basis of that announcement, eggs rose on the Chicago 
market approximately 3 cents a dozen. The determination to 
purchase eggs was dropped. That meant that any effect of the 
announcement was lost on the market. It would indicate that a 
small quantity of eggs might have had a tremendous effect upon the 
market at that time in the demoralized condition that existed. 

I regret that the Department did not see fit to do something to 
relieve a demoralized market condition that existed at that time, 
since it did mean a considerable loss to people out on farms who are 
working for a living. 

That certainly is reflected back into the income upon farms and 
further depresses their purchasing power. 

Mr. Vursetu. Yes. As long as we are exploring this egg situation, 
I would like to ask what is the market condition now on eggs. Does 
anybody know how the prices are? 

Mr. Lennartson. I can’t quote you a specific price. In contrast 
to the situation that prevailed last fall the egg market has firmed up 
very substantially, I would say fully 10 cents a dozen nationally to 
the producers. 

Mr. Vursext. I think that there may have been collusion on the 
part of some heavy buyers in the egg markets that followed through 
that helped to depress that market. I have no proof of it, of course. 

Now, I became alarmed last fall as Congressman Andersen and 
others who have spoken. I contacted the Secretary by wire. As | 
recall, his wire indicated to me that the poultry industry—TI do not 
know if those were the words that he used—was opposed to their 
stepping into the market. In my opinion, it might have been helpful 
if the Department of Agriculture, if it had the power, and I assume it 
did, if it had given the market a shot in the arm at that time. 

But I excused the Secretary of Agriculture to a certain extelll 
believing he may have had in mind the records of the devastating 
losses and the complete failure of the Government in a number of yeals 
past that caused such great loss by buying egzs through the country, 
shipping them from one part of the Nation to ua other, finally feeding 
them to the hogs if they would eat them. 


ho 
ul 


th 





hingtoy, 
\mericg, 
drums 
titute 
page 7 if 
through 


market 


simply 
‘oduets, 
LOt now 
urtment 


Conner. 
10UNce- 
‘tary of 


‘hicago 
ion to 
of the 
that a 
On the 


ing to 
time, 
ho are 


is and 


lation, 


Does 


ntrast 
ed up 
ily to 


yn the 
rough 
Ourse, 
n and 
As | 
0 not 
their 
elpful 


me It 


«tent, 
ating 
years 
ntry, 
oding 


1127 


So I am not too hard on the Secretary in the belief that maybe it 
-as his belief that it might be the best policy to ride the storm through 
nd bring a little more forcibly to the minds of the egg producers and 
he poultry people that the law of supply and demand ought to be 
iven more consideration. 

Now, obviously, we cannot buy all of the eggs and eee that the 
eople produce. I do not think it is good business. I do not think 
s good policy. 

Now, I think that his advisers, and he might have been motivated 
that idea, but I do think, as Mr. Andersen and Mr. Marshall have 
uggested, that there might have been a chance to save the farmers 
rom the loss of some money, and a very good opportunity to invest 
some of the Government funds in the egg market when it was low. 
Having been born and reared on the farm and having owned and 
operated farms most of my life, I felt that it was tragic in the interest 
of the farmers themselves that the price of eggs, which is a splendid 
food, was so low. I acted, as you gentlemen acted, purely in the 
interest of the farmers. That I know. 

Mr. ANDERSEN. My whole basis of criticism this afternoon is simply 
on this premise: Are we going to have a price-support program, or 
are we not? If we are going to have it, gentlemen, let us utilize it 
when we need it. 

Mr. Vurseuu. I would like to say that I approve what you have 
said along that line, Mr. Andersen. I do think as long as we are having 
price supports, when there is great distress, that is wise for the Govern- 
ment to step in, not in a big way, but in a way of encouraging the 


market. 


We have been doing that and holding up the price of securities and 
bonds in this country for a great many years with very good effect 
until the crisis was over. 

And where we can spend a small amount of money and encourage 
the price when it is too low, I think it is a good move. 

Mr. ANDERSEN. That is entirely our position, Mr. Vursell. 


BASIS FOR COMMODITY DISTRIBUTION TO STATES 


Mr. VursEtu. Now, I see something over here on which I would 
like to ask a question. Turning to table 2, on page 77 or 78, it says 
here United States Department of Agriculture, Agricultural Market- 
ing Service, estimated value of commodities distributed to school 
lunch program for fiscal year 1954. 

[ go down the list to Louisiana. I notice under section 32 funds 
there was distributed to that State apparently, as I read the record 
54,774,889, and under section 6 a certain money total, of $5,558,585. 
That is Louisiana. 

Then I notice further up only about $4,250,000 total for Illinois. 

Now, I am wondering why a smaller State with smaller population 
would have a greater amount of assistance than a much larger State 
like Illinois. I am simply asking for information, not that I am pre- 
judiced in any way. If they need it, why, let them have it. 

Mr. Trarner. Mr. Vursell, the items shown in aceon 6 are dis- 
tributed to the various States on the basis of type A and type B 

meals that they have in their school lunch program in their State. 
Louieisias has a higher participation of schoolchildren. 
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As a matter of fact, Louisiana has the highest participation oj 
schoolchildren in the school lunch program in the United State 
Consequently, I have explained section 6 on the basis of number of 
children. 

On section 32, surplus foods, we make the foods available to thy 
States on this basis: if the item is purchased in such small quantity 
as not to permit nationwide distribution, we try to distribute th 
item to the States closest to the point of purchase in order to say, 
additional expense for transportation and handling. 

If the item is purchased in sufficient quantity to make national 
distribution, we then offer to the States on the basis of their tot] 
ability to utilize in that State with this further admonition, that they 
are to accept or reject any part of an allocation made, depending 
upon their ability to utilize the food. 

So it does happen that in the State of Louisiana, I believe, they 
have more arrangements in their small rural schools to handle items 
that require freezing, refrigeration, than almost any other State in the 
Nation. 

They have more ability to utilize those foods and because they do 
have more children in the school lunch program. It makes these 
figures show up this way on the table. 

Mr. Vursetu. They are pretty active and thrifty. 

Mr. Trainer. Yes, indeed, not that they are not active and thrifty 
in Illinois, but they do have some rural schools in the outlying dis- 
tricts that do not have the facilities to handle some of these foods. 

Mr. Vurseuu. I[ think that is all, Mr. Chairman. 


SPECIAL SCHOOL MILK PROGRAM 


Mr. Marswauu. Mr. Trainer, would you comment on the special 
milk program? ‘This is the program Congress appropriated $50 mil- 
lion for. Would you comment on that? 

Mr. Tratner. I will be glad to. 

Inasmuch as this is the first year of operation of the school milk 
program, I would like to give the committee very briefly the basic 
elements of the program, how it is operating and where we are today. 

The special milk school program is based on the provisions of the 
Agricultural Act of 1954 relating to dairy products. 

Section 204 (b) of that act states: 

Beginning September 1, 1954, and ending June 30, 1956, not to exceed $95) 
million annually of funds of the Commodity Credit Corporation shall be used to 


increase the consumption of fluid milk by children in nonprofit schools, high- 
school grade, or under. 


This piece of legislation did not come into being until the bill was 
signed by the President on August 28, 1954. The Department 
attempting to activate this legislation as close as they could to the 
direction of Congress, beginning September 1, had called together 
State and local school officials that had been previously called upon 
to advise on school-lunch matters as well as representatives, pro- 
ducers, and distributors and the several national dairy associations 
to consult on how best to administer this program. 

These groups recommended that the Department establish a pro- 
gram on these principles: that the program be administered throug) 
State departments of education following the pattern used in the 
school-lunch program. 
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The funds to be used to reimburse schools for a portion of the cost of 
additional milk served and that the schools be permitted to use the 
ayments to reduce the price of all milk served in the schools. 

They thought this was the best way to increase consumption. 
The Department adopted those recommendations and put them into 
effect. 

All nonprofit schools of high-school grade, or under, are eligible to 
participate whether they are private or public schools provided they 
operate a nonprofit food or milk service and they serve milk meeting 
applicable local and State standards for butterfat and sanitation. 

To insure increased consumption, as indicated in that portion of the 
act, a base is established for each participating school which repre- 
sents a fair average of milk consumption in the school last vear. 

Schools then are reimbursed for milk over and above their consump- 
tion base. 

The maximum rates of reimbursement are: 4 cents for each addi- 
tional half pint for schools with a prior service of milk. 

Three cents for a half pint to schools with no prior service of milk. 

We have tried to give the States and local authorities the widest 
possible flexibility as to the time and method of service. Milk may 
be served any time during the regular schoolday that best suits the 
local school peoples’ schedules. 

It need not be served in half pint containers. It can be served in 
third quarts or less than half pints. 

As far as the Department is concerned the child may have as much 
as or aS Many servings a day as he wishes. 

The funds are initially divided among the States on the basis of 
the formula prescribed in the National School Lunch Act, school 
population and per capita income of the States. 

Funds not needed by any State are surrendered to the Department 
and made available to those States in need of additional funds. 

In addition, an amount of $500,000, or 1 percent of the fund made 
available, has been reserved by the Department this year to finance 
experimental operations to explore new and more effective ways of 
increasing milk consumption in schools. These operations are being 
carried out in cooperation with State educational agencies. 


CURRENT PARTICIPATION IN PROGRAM 


We were able to announce the new program on September 10, 1954. 
We had agreements signed with all 48 States and the District of 
Columbia in less than 2 months’ time. It was late October, however, 
before most States could get information to schools, print forms and 
approve applications. 

December, therefore, was the first full month of nationwide opera- 
tion. As of February 11, 1955, 45,000 schools are participating. 
This was 5 months after the program was first announced. Seven 
thousand nine hundred of these schools, or 17 percent of the total, 
are not in the national school lunch program. 

In 11 States there are already as many or more schools in the new 
milk program than they had in the last 7 years of the school lunch 
program, 
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INCREASED MILK CONSUMPTION ATTAINED 


Our preliminary reports indicate that participating schools are 
achieving a national average of 55 percent increase in consumption of 
milk. That is based on our reports for November which are the 
latest we have available at this time. 

Increases in the majority of the States range from 40 percent to 
90 percent increase in milk consumption. In 7 States, increases over 
100 percent were reported in November. 

Mr. ANprerRsEN. That shows, Mr. Trainer, that if you make these 
good foods available, our school children w ill consume them. 

Mr. TRAINER. Yes, sir. 

Mr. ANpERSEN. That applies in the same manner to poultry and 
eggs, 

Mr. Trainer. We have been amazed at the children’s ability to 
consume milk. 

Mr. ANDERSEN. That is correct. 

Mr. Trainer. I believe, Mr. Chairman, that is my summary state- 
ment. I shall be happy to answer any questions vou gentlemen may 
have. 

Mr. Vursety. | would like to make an observation. This is a 
serious one, however. I think this is the wisest thing of the many 
wise things the Department of Agriculture, both past and present, has 
done, and that this committee encourages, that I have seen happen. 

There is the old adage that you train a vine the right direction and 
it will keep going that w ay. There is nothing finer than to see the 
children learn to drink milk. More milk and less Coca-cola will be 
helpful not only that it helps the growth of the children, but it helps 
to establish habits. 

I might say Mendes-France, whose government fell, had the cour- 
age to come out for milk against the wine-drinking population there 
and he was right. 

But it shows that other people are thinking about some things that 
we are already doing for our own benefit. 

I want to congratulate you on the formula you have set up in order 
to encourage greater consumption. I think it shows good thinking 
and good business on the part of you and whoever in the bureau is 
doing this. 

Mr. ANDERSEN. I would like at this time, Mr. Chairman, to com- 
pliment Mr. Trainer on the splendid work he has done in the past 
relative to the school lunch program. I understand, Mr. Trainer, 
you are not going to be with the Department much longer; is that 
right? 

Mr. Trainer. That is correct, Mr. Andersen. This is my last 
official act for the Department. 

Mr. AnpERSEN. I want you to know that all of us appreciate the 
good work you have done in the past years. 

Mr. Trainer. Thank you very much. 

Mr. MarsHatu. I want to reiterate what Mr. Anderson has said. 
We have been greatly impressed with your work, Mr. Trainer. There 
have been times you have come before this committee that we have 
asked you a lot of questions and all of those questions have been asked 
of you in good faith and you have responded in like manner. 
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We have a high respect for you and we wish in every way that your 
future will be a healthy and a happy one. 

Mr. Trainer. Thank you very much, Mr. Chairman. I have 
appreciated the consideration and the help that this committee has 
viven. It has been a real help to me in doing what I could to make 
the school lunch program operate. 


REPAYMENT TO Commopitry CrEebDIT CORPORATION 
Amounts available for obligation 


\ppropriation or estimate (obligations incurred) : 
1954 ee aarp . : $768, 505 


i j alate al E 7 141, 655 


Obligations by activities 


Reimbursement for costs incurred in prior fiscal years for inspecting 
and grading tobacco and classing cotton: 
1954. ..... 


1955_ -- 
Obligations by objects 


ll Grants, subsidies, and contributions: Repayment to Commodity 
Credit Corporation: 
Os 2st ats 
1955 fone o : 4 


Analysis of expenditures 


Oblications incurred during the year (total expenditure out of current 
authorizations): 
\ 
195852- . 


SUMMARY JUSTIFICATION DATA 


Mr. MarsHauu. Our next item is the repayment to Commodity 
Credit Corporation. 

We will insert at this point in the record page 77 of the justification. 

(The page referred to is as follows:) 


Re payment to Commodity Credit Corporation 
{ppropriation act, 1955, and base for 1956~ --- zag ; _-. $441, 655 
Budget estimate, 1956__ 


Decrease (due principally to the large volume of Smith-Doxey 
classed cotton placed under CCC loan) 


Project statement 


Reimbursement to Commodity Credit Corporation: 
1954_ $768, 505 
$41, 655 


1955 (estimated) - - - 
141, 655 


Decrease _ _ _ 
1956 (estimated) 


DECREASE 


\ decrease of $441,655 is proposed for 1956. Therefore, no appropriation is 
ired to reimburse Commodity Credit Corporation for costs incurred in fiscal 
vear 1954 for inspecting and grading tobacco and classing cotton not placed under 
oan. This decrease results principally from the fact that in 1954, nearly 6) 


lion bales of Smith-Doxey classed cotton were placed under loan by the Com- 
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modity Credit Corporation. The Corporation bears the cost of classing thy: 
cotton placed under loan. This unusually large volume of loan cotton was 
three times as great as in 1953. The cost of classing this volume of cotton ey. 
ceeded the amount which had been advanced from CCC. 

The net amounts advanced and the cost of inspecting and grading tobacco 
and classing cotton placed under loan were as follows: 


Cotton: 
Estimated total number of classings by Federal employees 
bales 14, 580, 737 
Estimated cost of all classings by Federal emplovees ie $2, 830, 867 
Average cost per classing__ sre tee uy ; cents 19.4 
Estimated total bales classed under Smith-Doxey Act going 
under loan mea : prkn bales 6, 429, O14 
Advance from CCC (net) $1, O41, 524 
Estimated cost of classing loan cotton (6,429, 014 19.4 
cents) : : : 1, 247, 229 


To be repaid to CCC 


Tobacco: 
Estimated total cost of eperine and grading tobacco at auc- 


tion markets $1, 753, 565 
Estimated amount of tobacco ert aded at aue tion markets placed 

under loan - - ; ...-.-percent 12. 86 

Advance from CCC (net) $225, 508 
stimated cost of inspecting loan tobacco (12.86 percent 

of $1,753,565) 225, 508 


To be repaid to CCC 


Mr. Marsuati. Do you have a general statement you wish to 
make? 

Mr. We ts. I would like Mr. Holmaas to make a very brief 
statement, 


GENERAL STATEMENT 


Mr. Hotmaas. Mr. Chairman, this is an appropriation that was 
established under continuing authority in the Agricultural Appro- 
priations Act for 1952, to repay the Commodity Credit C orporation 
for advances of funds to the appropriations available for classing and 
grading of agricultural commodities without charge to producers as 
required by law. 

The volume of service that is required for cotton classing under 
the Smith-Doxey Act and for grading of tobacco under the Tobacco 
Inspection Act fluctuates greatly, due not only to variation in crops, 
but due to variations in the amount of these commodities going unde! 
the CCC price support loan program. 

Under this authorization, advances as necessary are made from the 
CCC. That portion of the advances that are used for classing and 
grading of commodities placed under loan, is considered CCC expense 

However, the funds from the advances that are used for these com- 
modities not going under loan are repaid to CCC through this sub- 
sequent appropriation. 

The appropriation for 1955 contains $441,665 to repay CCC for 
costs incurred in 1953. 
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IN the Because of the large volume going under loan in 1954, no appro- 
on was MMpriation is necessary to repay CCC for the 1954 operation. There- 
ton ex. Me, there is no estimate for this item in the budget for 1956 which is 
Lobace) Magbefore us at this time. 
We should point out, however, that even though this is true for the 
1956 budget the reduced volume going under loan in the current 
fiscal vear indicates that there will be a definite need for this item in 
80,737 BB the 1957 appropriation. 


30, 867 | believe that covers what is involved under this item, Mr. Marshall. 


29, O14 REMOVAL OF SuRPLUS AGRICULTURAL COMMODITIES 


(Indefinite appropris.tion, general account 
Amounts available for ob gation 


(Balances for June 30, 1954, are as certified under see 1311., Public Law 663 
1954 actual 1955 estimate 1956 estimate 


\ppropriation or estimate $172, 417, 343 $180, 091, 952 $168, 000, 000 
lransferred, pursuant to Public Law 286, to 
“Salaries and expenses, Library, Agriculture’’ 8, 000 
“Salaries and expenses, Office of Information, Agriculture”’ 3, 500 
“Salaries and expenses, Extension Service”’ 812, 357 
5, 5K “Salaries and expenses, marketing services, Production 
7 ind Marketing Administration” ~— 830, 000 
Ee ransferred to ‘*‘Promote and develop fishery products and 
25, 5O8 research pertaining to American fisheries, Fish and Wildlife 
service,"” Department of the Interior, pursuant to Public 
Law 466 a s. , 207, 826 3. 000, 000 
Adjusted appropriation or estimate 763, 486 75, 884, 126 165, 000, 000 
sh lo Unobligated balance brought forward , 440, 518 768, 343 360, 550, 551 
Recovery of prior year obligations 3, 594, 579 
Bn Reimbursements from non-Federal sources 1, 850 
brief Reimbursements from other accounts 46, 634 2,011 


lotal available for obligation ; 5OL, 84% 067 144, 654, 480 525, 550, 551 


obligated balance carried forward 268, 768, 343 360, 550, 551 270, 324, 375 
rried to surplus 27, 497, 383 60, 550, 551 


Was Obligations ineurred 205, 581, 341 84, 103, 929 194, 675, 625 


ypro- 
| . NoTE,— Reimbursements from non-Federal sources above are from proceeds of sales of personal property 
ut10On 0U,S. C. 481 (e)), 


‘and Obligations by activities 


Description 1954 actual 1955 estimate 1956 estimati 


nder 

Acco Direct Obligations 

ct purchases $187, 870,897 $67,940,729 | $172, 300, 000 

POPs, -. Encouragement of exportation 12, 982, $27 4, 408, 064 13, 050, 000 
Diversion to byproducts and new uses 959, 408 1, 902, 500 3, 975, 000 

nde Surplus removal operating expenses 1, 805, 562 2, 200, 000 2, 600, 000 
Marketing agreements and orders 1,11 2H 1, 354, 000 1. 354. 000 
Foreign market promotion 24, 781 1, 100, 000 1, 200, 000 

! the ’. Import controls >t} 196, 625 196, 625 


| bligations under reimbursements from non-Federal 
ane Sources 
‘nse ' 
otal direct obligations 205, 534, 707 84, 101, 918 194, 675, 625 
OoMm- re ais . P j 
: } gations Payable Out of Reimbursements From Other 
SUD- Accounts 
+ Surplus removal operating expenses 

for Marketing agreements and orders 2,011 


Obligations incurred 205, 581, 3+ 84, 103, 929 194, 675, 625 


iN LIBKARICS 
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Total number of permanent positioms__--~----------- = 
Full-time equivalent of all other positions___-----........--.--- 
Average number of all employees 
Number of employees at end of year 
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Obligations by objects 


Object classification 


AGRICULTURAL MARKETING SERVICE 


Summary of Personal Services 


Average salaries and grades: 


General schedule grades: 
Average salary_--.__-- : 
Average grade... __. ‘ 


Personal service obligations: 


Ol 
02 
03 
04 
07 
O8 
15 


Permanent positions..................... ; 
Positions other than perm: unent.. Lanse nikon dia bon eav eel 
Regular pay in excess of 52-week base - _- 
Payment above basic rates 


Total personal service obligations. --_.-.-- 


Direct Obligations 
Personal services... -- 
5 628 on anamenewaksbiiaas 
‘Transportation of things 4 
Communication services - -- 
Rents and utility services... 
Printing and reproduction --- sabi ‘ 
Other contractual services - - - -- ee iawaakaaee eamas 
Supplies and materials _- 
Equipment. 
Refunds, awards, and indemnities 
Taxes and assessments. - 


Total direct obligations. 


Obligations Payable Out of Reimbursements From Other 
Accounts 

Personal services___- 

Travel_- 

T ransportat ion of things . 

Communication services 

Other contractual services 

Supplies and materials 

Taxes and assessments 


Total obligations payable out of reimbursements from | 


other accounts _. 
Obligations incurred 


ALLOCATION TO COMMODITY STABILIZATION SERVICE 


‘Total number of permanent positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades 


02 
03 
04 
O5 
06 
07 


OY 


General schedule grades: 
Average salary- 
Average grade 


Personal services: 
Permanent positions 
tegular pay in excess of 52- week base 
Payment above basic rates 


Total personal services_- 
Travel. 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Advanced to ‘“‘Local administration, 
cultural Adjustment Act of 1938, 
pursuant to 7 U.S. C. 1388 
Supplies and materials 
Equipment. 


sec. 388, Agri- 
Agriculture,’ 
































2, 038 
7,477 


2, 350 
6, 850 


519, 157 596, 980 


31, 955 40, 000 
5, 521 5, 500 
6, 909 17, 920 
22, 735 22, 920 
3, 626 2, 990 
19, 380 2, 480 
26, 611 eee 
7, 997 4, 090 
23, 516 5, 110 


| 
1954 actual 1955 estimate | 1956 estiny, 
[ore | ‘o Se 
| | 
| | 
| | 
| 
| | | 
340 | 430 
1 | 1) ‘ 
324 408 Q 
| 322 425 | % 
|. $5, 637 | $5, 612 | $5, 
GS-8.0 | GS-8.0 GS 
i rukeil —_ 
$1,872,076 | $2,349, 888 $2, 414 oy 
2, 372 2, 994 3 
7,035 | 9, 102 11,50 
375 | 3, 677 7 
1, 881, 858 | 2, 365, 661 | 2, 4386 
1,838,495 | 2,363,650; —-2.433.4 
129, 560 | 200, 000 185, (ip 
3, 274 8, 500 8 
72,003 | 94, 000 74 
20, 507 32, 100 
33, 881 60, 000 | 4 W 
32, 460 | 48, 350 | 43,398 
18, 592 | 30, 000 25, (We 
6, 833 | 14, 000 14,00 
165 600 a 
2, 053 2, 800 2a 
2. 157, 823 | 2, 854, 000 | 2, 854, 0 
43, 363 2, O11 
i ee in 
4 sal aes 
EE Big sx cok coc 
. CRs 
716 
eae 
| 46, 558 | 2,011 | 
2, 204, , 381 |__ 2,856,011 | a8 
118 137 
107 123 
103 117 
$4, 053 $4, 138 M 
GS-4.9 GS-5.1 s 
$509, 642 $587, 780 $916, # 





oo 


Ol 


956 estiz 'y 
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Obligations by objects— 


Object classification 


ALLOCATION TO COMMODITY STABILIZATION SERVICE —Con. 


1 Grants, subsidies, and contributions -- 
13 Refunds, awards, and indemnities - - --- 
15 Taxes and assessments 


Obligations ineurred 


ALLOCATION TO FISH AND WILDLIFE SERVICE, DEPARTMENT OF 
THE INTERIOR 


Total number of permanent a oe oe 
Full-time equivalent of all other positions._...........__- 
Average number of all employees____..-.-_..__-- 

Number of employees at end of year_.___- 


Average salaries and grades: 
General schedule grades: 
Average salary 
Dia nekece ctenadleceuxes i 
Direct Obligations 


Personal services: 


OR i ee ees | 


Positions other than permanent___- 
Regular pay in excess of 52-week base 
Payment above basic rates.............-...-.-.- 


Total personal services 
Travel 
Transportation of things 
Communication services.............-.-.-- 
Rents and utility services 
Printing and reproduction 
Other contractual services. __-___- 
Supplies and materials_-_- 
Equipment 
Taxes and assessments 


Total. direct obligations... ....2.2-..........- 


Obligations Payable Out of Reimbursements From Other 
Accounts 
02 Travel 


CORRE IIa, UE ee cccncndgauneensascaswiss 
ALLOTMENT TO FOREIGN AGRICULTURAL SERVICE 


Total number of permanent positions_--...........-------- 
Full-time equivalent of all other positions___- 

Average number of all employees. - - - 

Number of employees at end of year_...._.--- 


Average salaries and grades: 
General schedule grades: 
Average salary 
Average grade _- 


Personal services: 
Permanent positions 
Positions other than permanent___--- 
Regular pay in excess of 52-week base 
Payment above basic rates 


, Total personal services 
rravel 
Transportation of things -- 
Communication services. ..............-.-.------------ 
Rents and utility services..................-.----- 
Printing and reproduction 
07 Other contractual services... ._- 
Services performed by other agencies____-- 
Supplies and materials 
09 Equipment _— 
15 Taxes and assessments..................-..-----.-.-- 


Obligations incurred__- 


58682—55—pt. 3 


Continued 


1954 actual 


$201, 812, 632 
68 
1, 441 


202, 491, 548 


$119, 300 
3, 622 
576 


1, 364 


124, 862 
14, 513 
970 

3, 125 
2, 842 
9, 492 
5, 331 
8, 635 
2, 062 


467 


$6, 189 
GS-8.8 


$499. 406 
3, 802 

1, 276 
180 


504, 664 | 


153, 274 
2, 137 
8, 452 

132 
6, 958 


713, 037 


1955 estimate 


$79, 251, 293 


180 
1, 830 


79, 951, 293 


$6, O79 
GS-8.8 


$1, 030, 300 
15, 000 
3, 500 


1, 048, 800 
165, 800 
5, 700 

19, 300 


17, 100 

600 
21, 200 
10, 100 
6, 525 
1, 500 


1, 296, 625 


1956 estimat 


$189, 325, 000 
330 
3, 330 


190, 425, 000 


5, 098 
8.8 


800 
, 000 
, 300 


100 
500 
900 
200 


7, 900 
600 
, 200 
500 
, 825 
, 900 


625 


iN LIBKARICS 
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Obligations by objects—Continued 





es 














Object classification 1954 actual | 1955 estimate | 1956 estimgt, 
entered eeeereericsaranmentie seein 
SUMMARY 
Total number of permanent positions__..............--------- 607 758 Mp 
Full-time equivalent of all other positions_................--.-- 3 4 4 
Average number of all employees... -................----------- 539 7 wr 
Number of employees at end of year. ......--...----.--------- 574 732 ™ 
Average salaries and grades: elie, 
General schedule grades: 
toe... ncudeasananonnaneweawabionaen $5, 421 $5, 457 $5, 358 
IIIS Gioia cc eenesnmquacenastaahenasyien GS8-7.5 GS-7.6 GS-74 
Personal service obligations: a Oe 
NE ES ohiits cd nueayeacdensesneeens casa oeae $3, 000, 424 $3, 967, 968 $4, 450, 210 
Positions other than permanent._...............---------- 9, 796 17, 994 18, 500 
Regular pay in excess of 52-week base.._..........-.------- 10, 925 14, 952 19, 5% 
ie eee 9, 396 10, 527 14, 8%) 
Total personal service obligations--_.............-..--.-- 3, 030, 541 4, O11, 441 4, 503. 110 
Direct Obligations " : 
OR NE INN nw aaa alos ERs do ncn nw sccseesence 2, 987, 178 4, 009, 430 4, 503, 110 
A eee SMa RRR Sinan eaaN eis Rcneiicnwas teben 329, 302 405, 800 405, 240 
Oe ick csncdecciadereancosecnss 11, 902 19, 700 19, 58 
i I I lige tn aire te deciccccmcccsuswennen 100, 489 131, 220 137, 070 
i cicicdadesctcudccucsonuup 46, 216 55, 020 70, 600 
06 - Printing enc reprodmotion.................................. 53, 957 80, 090 63, 34 
OF Car RO I a a oo otennn neo cesccncccecseccus 57, 417 51, 430 48, 460 
Advanced to ‘“‘Local administration, sec. 388, Agri- 
cultural Adjustment Act of 1938, Agriculture,’’ 
IE BI Ri IEEE a ocnisinynnnccocnastscanas 2G, GEk bisceis ccs calseees--. a 
Services performed by other agencies... .........-.--- 25, 697 21, 200 21,20 
CD ra I as hai hs ond den dso cccensccensesen 38, 407 44, 190 42, 940 
a ee chnicegunceutionesedeurases 40, 188 25, 635 30,115 
11 Grants, subsidies, and contributions_--_............-.-.--- 201, 812, 632 79, 251, 293 189, 325, 00 
13 Refunds, awards, and indemnities-_--..........-.....-.---- 3 730 930 
Se Is sina enikct ncn pdcavictucncweesasess 4, 478 6, 130 8, 030 
I a initdidincatadonncusvannsnienenns 205, 534, 707 84, 101, 918 194, 675, 625 
Obligations Payable Out of Reimbursements From Other Accownts 
Oe a Oi hs ciininscnedediotinddunidetwi 43, 363 Be Piciesccensnuss 
acdc adit itt cdniscnnedencgqerseneeiesesss Pi Eocnsckcnnneautbnedknbusdcnin 
oo cn nicensinidnccawewusuwnsuiowsew RE kien etd 2 eee 
Oe: CON OWI, igs aired dcecascerusensveseos RS ae: |S 
Oe I I, on cceecsscescsswsccdscconn= i 
SS I CI iw iciencedetecncccccsnsgeiewnended BR ART. Cl SRE ees woe ncne 
Fe Fe its tacidccctncnscemiecstimtotnieias 36 


Total obligations payable out of reimbursements from 
other accounts 46, 634 











cnbaclis ds nbesdnenngadepasteegdeunnuees ay One Vilas 2c... 
CR SNE ilcacnotincnmianbecccnchndseiucctcone ~ 205, 581, 341 | 84, 103, 929° | 194, 675, 625 


Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 1954 actual | 1955 estimate | 1956 estimate 


Obligated balance brought forward 














et congue paaepppsinn ameiae | $14,663,088 | $39, 025, 920 $10, 127, 838 

Obligations incurred during the year_...........-..-.-.---.--- 205, 581, 341 84, 103, 929 194, 675, 625 
220, 244,420 | 123,129,849 | 204, 803, 43 

Adjustment in obligations of prior years_-.............-.-.--- mo, OP8 G70 Poin sae Las os... 
en on Ct Rte onanerantansanpadenpaessaiin —48, 484 — i, 
Obligated balance carried forward-............---..--.----..--- —39, 025,920 | —10,127,838 | —24, 803, 463 
a aa. acon nnnesrcnsesessoneiedeie 177, 575, 446 | 113,000, 000 180, 000, 000 
Expenditures are distributed as follows: Out of prior authori- To 
BE, esicindinbhradnhanidshbdanbinnmastansiiecdatcieh 177, 575,446 | 113,000,000 | 180, 000, 00 











App! 
Tra! 
pe 


Bud 





$5, 358 
GS-74 
4, 450, 210 
18, 500 

19, 5 

14, 8% 


4, 503, 110 


4, 503, 110 
405, 24 
19, 50% 
137, 07 
70, 6) 
63, 34 
48, 460 


21, 20 
42, 940 
30, 115 

, 325, 000 
930 


8, 030 


timate 
127, 838 


575, 625 
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SUMMARY JUSTIFICATION DATA 


Mr. MarsHALt. The next item is the removal of surplus agricul- 
tural commodities. 

At this point we will insert pages 84 and 85 and pages 88 through 104 
of the justification. 

(The pages referred to follow:) 


Removal of surplus agricultural commodities (sec. 32) 


Appropriation, 1955 $180, 091, 952 
Transferred to ‘‘Promote and develop fishery products and research 
pertaining to American fisheries, Fish and Wildlife Service,” De- 
partment of the Interior, pursuant to Public Law 466 — 4, 207, 826 
Adjusted appropriation, 1955, and base for 1956 175, 884. 126 
Budget estimate, 1956: 
Annual permanent appropriation $168, 000, 000 
Less estimated transfer to Department of the 
Interior purauant to Public Law 466 — 3, 000, 000 
——————_ 165, 000, 000 
Decrease (in annual permanent appropriation for sec. 32 
purposes) —10, 884, 126 


Notr.—Due to an estimated unobligated balance to be carried forward from 
fiscal year 1955 of $300 million, a total of $465 million is estimated to be available 
in fiscal year 1956 to the Department of Agriculture. Of this total, the estimates 
tentatively forecast obligations of $194,675,625, an increase of $110,573,707 com- 
pared with 1955, which would result in an unobligated balance of $270,324,375 
being carried forward into the fiscal year 1957. 


Summary of increases, 1956 (on the basis of available funds) 


Increase for surplus removal operations__._............-.---- + $110, 073, 707 
Increase in surplus removal operating expenses +400, 000 
Increase to place on a full-year basis the expanded program for 

development of foreign-market outlets for surpluses of Amer- 

ican agricultural commodities 2-326... 25 6eccw ec beceececce +100, 000 


Project statement 





Project 1954 


1955 (esti- | Increases or 1956 (esti- 


mated) decreases mated) 


1, Direct purchases.............-.-.-- - , 870, 897 $67, 940, 729 | +$104, 359, 271 $172, 300, 000 
2. Encouragement of exportation__.___..---- 2, 982, 327 9, 408, 064 | +3, 641, 936 13, 050, 000 
3. Diversion to byproducts and new uses--- 959, 408 1, 902, 500 +-2, 072, 500 3, 975, 000 
4. Surplus removal operating expenses -_- , 895, 562 2, 200, 000 | +400, 000 2, 600, 000 
5. Marketing agreement and orders--- kadh , 111, 626 1, 354, 000 |_.__- 1, 354, 000 
6. Foreign market promotion__--_------_- 524, 781 1, 100, 000 | +100, 000 , 200, 000 
7. SURTIOIG Ge 188, 256 196, 626 }.-.-..-.-- . 196, 625 


—— 


Total obligations._____._- iecacatineall 5, 532, 857 84,101, 918 +110, 573, 707 194, 675, 625 
Unobligated balance carried forward ; 5 300, 000, 000 —29, 675, 625 270, 324, 375 
Estimated.unobligated balance as of June 30, 

1955, to be carried to surplus in fiscal year 
1956 J 60, 550, 551 | —60, 550, 551 





Total available : 444,652,469 | +20, 347, 531 
Transferred to other appropriations pursuant 
to Public Law 286 for penalty mail costs__-- 1, 653, 857 
Recovery of prior-year obligations —3, 537, 714 
Unobligated balance brought forward. ____-- -| 1—300,000,000 | 


Subtotal ; ve 172, 417, 343 175, 884, 126 —10, 884, 126 
Transfer to Department of the Interior pur- 
Suant to Public Law 466 a ‘ 4, 207, 826 —1, 207, 826 











Total appropriation or estimate 172, 417, 343 180, 091, 952 —12, 091, 952 
Oe 


' Excludes unobligated balance of $27,440,518 as of June 30, 1953, returned to the surplus fund of the Treas- 
Ury in fiscal year 1954. 


2 
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STATUS OF PROGRAM 


CuRRENT ACTIVITIES 


Under section 32 of the act of August 24, 1935, as amended (7 U.S. C. 61% 
an amount equal to 30 percent of customs receipts during each calendar year ap; 
unused balances up to $300 million are available for expanding market outlets fy 
farm commodities by removing from the market surplus agricultural commoditis 
through— 

(a) Purchases for distribution through State distributing agencies to school. 
lunch programs, and to welfare agencies and institutions eligible to receive sy) 
purchases. 

(b) Encouragement of exports through payments which will permit the sale of 
surplus commodities in foreign markets. 

(c) Encouragement of domestic consumption by diversion from normal channels 
of trade to byproducts and new uses. 

These funds are used for the administration of marketing agreements and orders 
which aim to establish and maintain orderly marketing conditions for certaiy 
commodities and their products. They are also used to promote foreign markets 
for surplus and potentially surplus agricultural commodities, and to administer 
import programs under section 22 of the Agricultural Adjustment Act of 1933, gs; 
amended. 

These programs directly or indirectly tend to maintain prices received by 
farmers for many commodities. 

The basic authority also provides that these funds shall be devoted principally 
to perishable nonbasic agricultural commodities (other than those receiving pric 
support under title II of the Agricultural Act of 1949 as amended) and their 
products. Title II commodities are wool, including mohair, tung nuts, honey 
milk, butterfat, and the products of milk and butterfat. 


SELECTED EXAMPLES OF RECENT PROGRESS AND TRENDS 
A. PURCHASE OF AGRICULTURAL COMMODITIES FOR DISTRIBUTION TO AUTHORIZE 
AGENCIES 


1. During the fiscal year 1954, approximately 494 million pounds of agricultural 
commodities at a cost of $187,870,897 were purchased for distribution throug! 
authorized agencies. Distribution was made by 77 agencies to an increased 
number of participants as compared with 1953. 








1953 1954 
Ch) Re Bae iio cece ca cnn ncswnciccnennsacenecensesecsoun 9, 173, 000 9, 411,00 
C2): I Bh ae Bias Sika ic cn ncn ec eiscscccccccnanscoscnus 1, 252, 000 1, 269, 00 
CO) (RR PI IE oii iin din ecw ences sens nccccdsesencs 114, 000 1, 089, 00) 











Fr 
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Commodities purchased during fiscal years 1953 and 1954 for distribution through 
authorized agencies ! 





Commodity 


Quantity 


v products: | 
ee ; “ | Pound. -----| 23, 301, 360 |$16, 798, 81, 972, 581 
Cheese. - pages a do 1, 808, 495 | 715, 987 | 52, 797, 95: 
Milk eseue mobi do. 20, 733,645 | 4,411,039 292, 
ins do 807, 
Fruits 
Apples, fresh - - Bushel 34, 314 108, 103 |-- 7 
Cranberry sauce. -. aor Case 200, j 317 
anne herries, candied . do 67, 730 347, 288 |...- a 
Pears, fresh Box 557, 984 25, 516 | x 046 
Order Orange juice (concentrated) - | Gallon 398, 044 7 
ae Hone akan ‘ — . Pound , 000, 000 , 194, 50, 000 000 
certaln Beef. do 3, 821, 000 , 382, 188 | 214, 000 , 229 
Oils 
Cottonseed: | 
Salad Gallon 500, 003 932, 794 610 , 482, 819 
Shortening - - - 5 . Pound 37, 734, 398 9, 126, 457 
live of]. ._-- Gallon 2,000 | 5, 104 |.--- 
Pecans Pound 594, 000 
Poultry products: ‘Turkeys do.. | 48, 461 | 26, 663, 247 | 
Vegetables: Potatoes Bushel | 615, 000 


$O008..cesc0s . : ve oP ; 55, 858, 694 
' 


modities purchased during the fiscal year but not necessarily distributed during the same fiscal year 


B. ENCOURAGEMENT OF EXPORTATION OF AGRICULTURAL COMMODITIES 


Quantity of commodities exported and payments made during fiscal years 1953 and 
1954 


ultural | 1953 1954 
1roug! Nii 


reased 


Quantity | Payment Quantity Payment 


Bushel.....-|- ieatlee .| 9,322,000 $1, 500, 000 
Fruits 
Apricots, dried _. _-- Ee: ree: Pg 3, 636, 868 2, 641 
‘itrus juice, blend ini RE ciceies $44, 347 38, 760 2, 318 
A a . ; ih saat 
irapefruit, fresh...........-- OS eee , 124, 256 280, O11 210, 009 
irapefruit juice, concentrated | Gallon. .-_-...} 8, 42, 633 58, 177 
Grapefruit, canned ..................}] Case.... 8, 008 24, 646 , 875° 
Grapefruit juice, single strength -...-|.....do-....-- ; 167, 351 376, 149 204, 917 
LIGNE ee: i edenane . 98, 803 
Lemon juice, single strength ._- -_-.-- ee 626 
io” “a Box. ; : E , 370, 572 3, 936, 7 ; 999 
Orange juice, concentrated__....._....| Gallon oa \ 378, 158 669, ¢ 531, 679 
Orange juice, single strength re . 276, 775 365, 5 222, 402 
Pears, fresh : 4 vats “ ' 298, : 298, 287 
Pring: Gee. a ek kccce a 5, 277, 228 , 
Raisins, dried-_-._-. ai LE EGER: SOME 5 , 453, 539 49, , 971, 
BOR 9... acca ee anes Pound___.._) 28, 456, , 203, 239 | 17, 604, 26 670, : 
WON Scie cn hee eas ee ee : os ok 15,960,219 | 2,805, 35¢ 


, 821 


FORM oe eat : 3 Sead secmtne __| 11,445, 799 4 12, 982, 327 
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C. QUANTITIES OF COMMODITIES DIVERTED AND PAYMENTS MADE DURING Fiscy, 
YEARS 1953 AND 1954 


1mm aaah i alll leasing A 
1953 1954 

Commodity © Unit MC 

Quantity | Payment | Quantity | Payment 











a ee Pound--.--- 6, 056, 863 $315, 420 721, 400 $27, 1) 
BUR i a iesdacktndéscwnassivdassbicbeinses OD ivcccnnn| | te SOO ) Ty CRB IPB hina ecndacee|<s«.:- ae 
ESS RSP EE RET I PE nncncttsqsnesecniuedeedrsentet 1 5, 640, 000 932, 48 
a LT 

cl aE ia ia ain calcd Bas cn es inlet aaniedid DONC SOE Asti ncesatinnancs 959, 408 


1 Includes 1,432,000 bushels of culls on which no payment was made. 


D. FOOD PRESERVATION AND MARKETING OF ABUNDANT FOODS 


The work performed under this program supplemented the direct distribution 
program by (1) furnishing assistance and advice in the preservation of foods and 
in the operation of preservation centers, and (2) encouraging the consumption 
of plentiful foods through normal channels of trade. 

1. Food-preservation program: 


(a) Surplus foods preserved during fiscal years 1953 and 1954 by local preservation 
centers for redistribution in processed form to schools and other outlets 








Commodity 1953 1954 
Pounds Pounds 
I chacha  inccoec ectacap atc i MIE iene conacoceal 
ao cnideaaiin ss gas tii asin Sa holagelesalaads eae ana estonia earn esaaaie ne one Eon aemeied 8, 453, 852 625, 116 
Beh dh haiti cdc ie edb dea nebnenbaketoleincket hack cuath meatal. Sp OD Wawseicnnssas 
I tikes cai ksdaniai eileen tantra adi ig at iM a a SR a 8, 806, 779 625, 116 


(b) Assistance and advice furnished to nonprofit food preservation centers during 
fiscal years 1953 and 1954 


Project | 1953 1954 








Workshops conducted on boning ham 


Technical assistance furnished in improving cannery techniques_-_............--- 456 1% 
Workshops conducted in food preservation training....................-.---.---- 60 t 
ee inc eeulinnccansiscbdcwutaccchusbeneshenaknehy 109 18 
Floor plans and equipment drawings developed and used_.............-..------- 39 8 


2. Food trades program: 





Item 1953 1954 





Number Nu waa” 


Average number of foods listed on monthly abundant foods list........-.....---- 19 2 

Distribution of monthly abundant foods list.........................-..-..-.--.- 25, 935 27, 70 
I neu eaeinkinisiaeninaipiehcincomeiniotin 5 § 
Area, State, and local food drives conducted_..............-....-..-..----------- 30 2 


Major food drives were conducted during the past year on dairy products, 
grapefruit, winter pears, potatoes, raisins, pecans, honey, and beef. 

Increased emphasis has been placed on this activity during the 1955. fiscal 
year in an attempt to utilize surplus foods and minimize direct Government aid. 
In addition to expanding activity under the established food trades program, 4 
new approach involving market expansion to increase domestic utilization and 
consumption of surplus commodities was developed during the current year. 





seri 


pro 
hig! 





1141 


series of marketing clinics are being initiated to analyze and clarify marketing 
problems to assist industry to concentrate its efforts on achievi ing sustained 
high- level utilization of commodities. 


E. MARKETING AGREEMENTS AND ORDERS 


Marketing agreements and orders were in effect during fiscal years 1953 and 
1954 for (1) milk, (2) tree nuts, tree fruits, potatoes, and other vegetables, and 
3) tobaceo as follows: 


Activities under the milk, fruit and vegetable and tobacco agreement and order 
programs during fiscal years 1953 and 1954 


ribution 
ods and 
imption 


servation 
§ 


625, 116 


625, 116 


during 


Number 
4 


27, 700 


yducts, 


) fiscal 
nt aid. 
ram, 4 
yn and 
ar. A 


Activity 


| 1953 


| Dairy 
| 
| 


1954 | 


Fruit and 


vegetable 


1953 | 


1954 | 


Tobacco 


1953 | 1954 





Agreement and order programs in effect 
Hearings held to consider amendments to 
issuance of orders in new areas 
Requests received for new programs 
Amendments issued to existing orders 
Suspensions issued to existing orders_.- 
Petitions received for review of various order provisions. 
Petitions disposed of during year 
Court cases started during year 
Court cases disposed of during year___............__-_- : 
Hearings held under Administrative Procedures Act._.- 


Applications reviewed from cooperatives for qualifications to par- 


ticipate under the act 
Cases disposed of under the act 
Regulatory orders issued under provisions of marketing order 
Appointment of administrative or control committees___- 
Promulgation of committee rulemaking 
Budgets approved _- 
Investigation of alleged violations._____ 


Cases reterred to Department of Justice for prosecution _ - oss 


Recodification of agreements and orders_..____-- 
Administrator’s decisions issued 

Secretary’s decisions issued 

Secretary’s referendum orders issued_.- 

Orders discharging trustees 


49 | 


46 | 
16 
39 
11 | 
19 
11 
16 
18 | 


25 


42 | 





51 
61 


17 | 


64 


Me Bip crecbie 


18 





167 | 
33} 31 
35 
46 | 
166 | 


41 


Tor 


231. 
29 | 
135 to... 


td 


| 13 | 


11 | 
10 | 


Marketing agreements and order programs in effect for fluid milk during fiscal year 


1954 


Arkansas 
Illinois 


Fort Smith- 


Fort Wayne; South Bend-La Porte 

Cedar Rapids-lowa City; Dubuque; § 

| Neosho Valley; Topeka, Wichita 

aks | Louisville; Paducah 

Louisiana.........| New Orleans 

Massachusetts....| Boston; 
Worcester. 

Detroit; Muskegon 

| Duluth- -Superior; Minneapolis-St. Paul 

Kansas City; Springfield; St. Louis 


Chicago; Quad City (grade A); Rockford-Freeport 


Sioux City 


Fall River; Merrimack Valley; Springfield, 


Oklahoma 
Pennsylvania 


South Dakota___- 


Tennessee 
Texas 
Washington 
Wisconsin 


| 
| 





Cinstunadl Cleveland; Columbus; Dayton- Springfield; 
Lima; Stark County; Toledo; Tri-State. 

Oklahoma City; Tulsa-M uskogee 

Philadelphia 

Sioux Falls-Mitchell 

Knoxville; Memphis; Nashville 

Central West Texas; North Texas; San Antonio 


| Puget Sound 


Milwaukee 





Estimated 
number of 
producers 


| 


bo 
Propo r nt 
oe. 


— 


Estimated 
amount of 
pooled milk 
(1,000 
pounds) 


36, 314 

4, 829, 094 
229, 526 
232, 396 
309, 603 
325, 479 
269, 711i 
2, 149, 687 


1 690, 
924, 
1, 132, 
293, 

, 725, 


, 500, 


875 
023 
654 
410 
841 
550 


373, 692 
1, 156, 188 
54, 013 
428, 479 
945, 564 
721, 722 
481, 991 


26, 810, 812 
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3. Marksing mgronment and order programs in effect suning jiscal year 1954 














| eee 
ii ati . | numberof | Estimated 
Type of commodity | commercial | farm valyes 
| producers | 
| 
—— aeneacise " |-—__. 
Type 62 shade-grown cigar-leaf tobacco. ...........-.------.----.-.---------- 365 $10, 000, on 
Fruit and vegetable marketing agreement and order programs in effect during 
fiscal year 1954 
Estimated 
ln till number of Estimated 
Orders in effect | commercial | farm values 
| producers | 
| | ae 
Citrus fruits: | 
California-Arizona navel and miscellaneous oranges f 16, 000 $37, 076, OM 
California-Arizona Valencia oranges - - --- } , { 37, 822, 00 
California-Arizona desert grapefruit ‘ | 2, 000 | 4, 807, 
California-Arizona lemons__-. . | 6, 100 | 55, 774, OW 
Florida oranges !___- (145, 600, Om 
Florida grapefruit ! 15, 000 | 31, O80, 
Florida tangerines ! 12, 948, 0 
Deciduous fruits: | 
Florida avocados. . ; ; | 600 1, 145, 
California Tokay grapes | 1, 900 11, 720, 
Colorado peaches | 2, 000 3, 399, 00 
Georgia peaches. 750 | 9, 605, (XY 
Utah peaches : ; ‘ 1,300 | R96, OO 
California Bartlett pears Boos ; abe aaredies 1, 200 18, 042, 00 
California plums !_ i 900 12, 719, OF 
California Elberta peaches !_ _. , : 500 7, 700, 00 
California Buerre Hardy pears-_- 300 975, 0 
Oregon-Washington-California fall and winter pears -- cupebetiahalth 2,350 18, 243, OW 
Dried fruits: | 
California dried prunes. : Huvinbndenae Bi euwltg a 7, 000 31, 244, OW 
California raisins... _.---- pian than a abecalanctan wantin | 9,000 | 3A, 498, OW 
Vegetables: | 
Colorado peas !__- : “ oe ve 100 298, 00 
Colorado cauliflower !___.__..--- etna eotnsnearaakatcnakee : 125 420, 00 
Potatoes: | 
Idaho-Oregon--...-._---- ca a la a a a ie | 10, 900 27, 919, 00 
Colorado. : re eee ce neath erecee Patrol 3, 200 13, 387, 00 
Oregon- California_____- a a aa De a | 2, 300 9, O82, 00 
Virginia-North Carolina.._____- a Siewae eee eeoka wee | 3, 800 9, 700, 00 
Eastern South Dakota__-__-- : tee eee : ae 300 1, 102, 00 
Washington. --- aN ae Re 5 SAAD Soe ae - et 1, 500 8, 064, 00 
New England except Maine________- a cree a etiaiey SLE ghee GE aca atl 1, 300 | 8, 590, 00 
Nuts: | 
California almonds... _------ Se er aici eG Gigeieakeed wenlecit 8, 800 | 16, 462, 00 
Oregon-W ashington filberts_....._--__- aaaedad ee os cates i 4, 000 | 1, 811, 0 
IT oc dacrcannantsenckersscasdacess ies meee eiehotaal 9,000 | 14, 738, 00 
California-Oregon-W ashington walnuts. __.------ cin Shien 20, 000 23, 478, 00 
Total, 27 orders.....-.----- eek ar on ee Be kee 612, 434, 00) 


11 order each respectively. 
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10, 000, On 


timated 
M Values 


7, O76, OW 
7, 822, On 
» 897, 0 
05, 774, OW 
5, 600, 000 
, ORD, OF 
2, 948, 0 


, 145, 

1, 720, OF 
. 399, 00K 
9, 605, Oo 
RO, OK 

, 042, OF 
2, 719, OF 
. 700, 0 
O75, OO 

3, 243, On 


1, 244, Oy 
i, 498, OO 


298, 00 
420), 000 


7, YL9, OO 
3, 387, 0 
0, O82, 00 
0, 700, 00 

, 102, 
8, 064, 00 
8, 590, OW 


6, 462, 0 
1, 811, 00 
4, 738, 0 
3, 478, 00 


2, 434, 00 
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FOREIGN MARKET PROMOTION (ADMINISTERED THROUGH FOREIGN AGRICULTURAL 
SERVICE) 


1. Sales of United States agricultural products under titles I and II of Public 
Law 480 under discussion: 

Title I of Public Law 480 provides for the sale to friendly nations of American 
surplus commodities for foreign currencies until June 30, 1957. Transactions 
requiring appropriations are limited to $700 million. Discussions on the sale of 
American agricultural commodities have been held with Japan, Turkey, Pakistan, 
and Yugoslavia, and it is expected that the sales to these countries will amount to 
approximately $175 million at market value and will represent about $220 million 
in Commodity Credit Corporation investments. 

Estimates of the volume of the specific commodities to be sold under the pro- 
visions of title I are highly tentative. For all commodities, however, it is assumed 
that during the fiscal vear 1955, programs for foreign currencies will total about 
$323 million at market value, and will represent about $400 million at Commodity 
Credit Corporation costs. For the fiscal year 1956, it is estimated that programs 
for foreign currencies will total about $151 million at market value, and will 
represent Commodity Credit Corporation costs of about $200 million. 

Title II of Public Law 480 authorizes the President to furnish emergency 
assistance on behalf of the people of the United States to friendly peoples of foreign 
countries to meet famine or other urgent relief requirements, until June 30, 1957. 
Total expenditures are not to exceed $300 million. The Department cooperates 
with the Foreign Operations Administration in the review and clearance of all 
proposals for use of commodities under title II. The following table shows the 
countries, the commodities, and the dollar amounts of the commodities for which 
transfer authorizations have been issued by the Foreign Operations Administra- 
tion as of November 30, 1954. 











1144 


Countries, commodities, and amounts for which transfer authorizations have bey 
issued by the Foreign Operations Administration as of Nov. 80, 1954 
































Q 1 Amount 
uantity of CCC 
Country and commodity (metric tons) | investmen 
(thousands 
ee 
Ne TEE sinc cannes ne ensches dur tamcrusscuncespepnaescearaseamrpsscares! 25, 000 $1, % 
Cusmneetiias ‘Oem ii0o2 ice se LL eabbs<. 20, 000 1% 
Germany—Federal Republic: aa 
heed ini beni ala ley Late cin aa abba masts aenatemem one tints 7, 400 al 
OE WN 6 hiss Ol eas ah ba? 1, 000 18 
OU, CUNO os ons son. ose cs oc ePyesr sey yy terme ea momsnddcdhbidsosuds 415 n 
PR cctentodéies gues b hehe ahdaweaa otek meena tet TAD conan 175 » 
ok et ebstNhesnnbtenods si Te A i. 8, 990 1,08 
Germany—Soviet occupied: ad 
Sl isrisnubanchaneminns bind auecmees des aen (anpenakthaweandias 1, 742 1% 
PE inccgvnasdubhidaedcasésudvhaeetantes Meakedspapectpucimbicaatere sant 50 » 
RE Mid ie chidtdsidds tonieeenddbbibibited oc télJoctuletds Joba Wtc lawned aces 2, 032 18 
WE BVO n n<cenesveee nisigtehimnbenniavtwhdieieeeneds degkic tiveplainaee ess 500 7 
SE EE ese sive naanioaen scant ad sapris SERA Hash Gah aeons 750 il 
MOD ocd l veketbnuwdodedcedcruecteess paeeneedeneoneenaes ced iPeavawants 235 u 
SII eaten ck tui ica hla a ah a i cic eee ee Be ee ea 5, 309 % 
==—=—=—=—=—_—==—_- __ 
Haiti: 
seen Tarr scr sso hs 5k oo See edt i uid. S23. RE 2, 820 74 
yo cnphtahanle gta cae nie kadhe dncubdtiesnwgtntglecgeaebe 1, 047 7 
Meal, corn... -_-- sibiembiatentiee able Racha ctceniomannceucerea abi (acae e en 1, 000 1% 
Milk, nonfat, dry_....-..-- aeaknesauwns be Se ate Vistinusswams nated teen ose 91 % 
I oct cccihinecnirnen SAGAD cetcidk Aecenccs chia ed kaa cuamaemen eoinimetion 100 fi) 
Oe ete ee a ‘ 2, 000 617 
ML Lcthnttnkcchsinanmnthominnakdubenisssnnckasetyidbpnsiadkenaaal 7, 058 1, 94 
Hungary: cil _' 
IIE TINIID  oie  eda sale i aca ac as colt lal Seen ae 1,000 19 
SE ceted ela ihasbouden ss iaasitgeteket Eauicd aakea <Samanaae Cheese aie 10, 000 8 
nS <casesuctineciplcenutationasdahec peunmdine hahaa eucmee de 1, 000 54 
ci clciie ileihsa chet A gcc coeds, Sateialecaaeie Uieiodliniae ire aint Relea a seek s eptnpem wares 10, 000 1,10 
inne [REED AMM RURTE Roe Neben taheeRE Kanes bene OauEns bkmenceNee eee 22, 000 2, 64 
Libya: Wheat-._-- esas Mikkavda ak asnnaenomberaaay a aaahons nap idiekab een 27, 000 3, 2H 
Nepal: 
aa ch ah a al a cl ee pc 610 i) 
Milk, nonfat, dry........--...- PE A AAA SE scabies wisi 10 4 
Rar anc6k siioarnnannssecdbened aduandeciaasomaasecenetaneseclecdien ‘ 1, 219 14 
cig cube hemhintdh crasndendekaredander dun cbwhs nt wiie dba ober tene 1, 839 210 
Pakistan: . 
nc ncunecuduinanineece icetnicdameaueee nae ae 272 108 
a ae ; 900 472 
i inicsnmte Anes dvnlinensiunantacwengidecscasseand Ga maiib eae ee 1,172 5S 
Yugoslavia: mH : 
a a a a a ON paadth io eecli in 750 1, 075 
naahinae haan ancadabadioabietivid cabekncnsaadeuee cas ab hui caddies 135, 000 16, 12 
MN nisind ik iccsitsisthnnule te paaapoagugl ek meieeeidesnahe <eceianie 135, 750 17, 195 
Christmas holiday food distribution: ! 7 7 - 
i aid ec a bee eka awe a Se 3, 994 1, 189 
a hntiin a incdinaia inde adbsunendbanwad Mabedeudduteccucns cies 2, 122 3, 181 
at ae ee gL Ee oan at ele eee 1, 904 1, 791 
a idgsdinceonankigndavesckshacaubeccs aude qncadceke Rk asuewetaene 11, 028 2, 014 
SITIO i 25. se sac eka angaineeswak weatinueeakienmabereoweca feds 4, 418 2, 099 
Oil, cooking--.-...---.-- imniidasrieshwinhpeseMibnatensinghiatautasswesenes 2, 157 1, 217 
NE Widens khasicminnnetakixbeuanatealaekie autetaethennecnkiaches 1, 378 810 
PN du UsiAnasnusekeikeceusesekabarscudkigdebaanenehns dubek scandal mess 11, 193 4, 381 
38, 194 16, 682 
MN SUixindscunakanidscsnscceruen crest acetic e | 292, 312, "47, 909 





1 Countries to which distribution made not available at this time. 
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2, Sale of United States agricultural products under Section 402 promoted: 
Section 402 of the Mutual Security Act of 1954 provides that not less than 
350,000,000 of funds authorized to be appropriated under this Act shall be used 
9 finance the export and sale for foreign currencies of surplus agricultural com- 
modities or products thereof produced in the United States. This section super- 
reded section 550 in the 1953 Mutual Security Act. In close cooperation with 
he Foreign Operations Administration, several transactions were initiated or 
promoted by the Department in the sale of surplus agricultural commodities 
nder section 402. As of November 30, 1954 FOA had approved procurement 
guthorizations under this section totaling approximately $56 million worth of 
scricultural commodities as follows: 





| 
Procurement 
authoriza- 
Commodities Quantity | tions, United 
| | States export 
market value 


| 

Millions of 

Metric tons dollars 
421, 000 29. 7 
750 2 
24.7 
1.5 
eth FS BLL a inl Rae DRE DS A 451, 035 | 56. 1 





3. Use of American cotton in the Far East encouraged: 

In the spring of 1954 the Foreign Agricultural Service cooperated with other 
Departmental agencies and the National Cotton Council by sending technicians 
to India and other countries to acquaint cotton mill managers and technicians 
with the improved spinning properties of American cotton and to discuss tech- 
nological problems in an effort to increase the use of American cotton. 

1. Action on sale of cottonseed oil to Chile initiated: 

During the Agricultural Trade Mission’s visits to Chile this year, a shortage of 
edible oil was noted and discussed with Chilean officials. Shortly thereafter the 
need for early imports became urgent. No dollars were readily available for the 
purchase, nor was there any prospect for an agreement under Public Law 480 
in time to meet the emergency. Under these circumstances, the Department 
initiated action which resulted in Chile’s obtaining about 25 million pounds of 
cottonseed oil from Commodity Credit Corporation stocks on a 180-day deferred 
payment basis. This program involved the full cooperation of the Foreign 
Agricultural Service, the Commodity Credit Corporation, and the Commodity 
Stabilization Service, and represented the first Commodity Credit Corporation 
credit arrangement. 

5. Sale of wheat to Brazil arranged: 

In cooperation with other agencies of the Government, the Department helped 
to develop and arrange for the sale of about 3,733,000 bushels of wheat to Brazil. 
This sale of wheat is part of a transaction providing for the exchange of wheat for 
strategie materials. If such exchange is not completed, Commodity Credit 
Corporation will obtain dollars for the wheat. Although similar in some respects 
to transactions under the Agricultural Trade Development and Assistance Act, 
this transaction was made under the general authority of the Commodity Credit 
Corporation. 

6. Conditions in fruit and vegetable areas analyzed and reported: 

Immediately upon receipt of advice that the fruit areas of Spain and Italy 
were gripped by a cold wave in February of 1954, the Foreign Agricultural Service 
diverted a marketing specialist scheduled for work in northern Europe to these 
areas to appraise frost damage. The marketing specialist went into the field and 
made on-the-spot checks of frost damage in the various export producing areas 
of Spain and Italy, and provided American producers and exporters with detailed 
appraisals of the immediate damage and the time required for the injured orange, 
lemon, almond, and olive orchards of these two countries to recover. The spe- 
clalist then proceeded to north Europe to complete the original assignment to 
appraise the possibility of expanding United States exports of fruit to those 
markets formerly supplied by the damaged areas. 
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7. Sale of cotton in Japan promoted: 

Following intensive work in Washington with the Export-Import Bank, th 
Foreign Operations Administration, and the Defense Department, a Forig 
Agricultural Service marketing specialist went to Japan in May and June of 195: 
and developed a program with the Japanese Government and the cotton-spinning 
industry which, in spite of the general recession in the Japanese economy, shou 
result in increasing the importation of United States cotton to more than | millig, 
bales. This is a complex program development including Export-Import Bap; 
loans, sales for local currency, as well as free dollars, and is expected to provid 
more than 20 percent of the anticipated export market for United States cotto 
during the 1954-55 marketing vear. 

8. Agricultural trade missions arranged: 

During the spring of 1954 the Department of Agriculture, in response to q 
Presidential request, sent agricultural trade missions to 35 European, Far Easter, 
and Latin American countries to study the problems and potentials of expanding 
agricultural trade with those countries. The Foreign Agricultural Service con. 
piled briefing material on agricultural and trade problems of each country for the 
members of the trade missions, provided executive secretaries to accompany each 
mission throughout their trip, contacted the embassies in each of the countries 
and made arrangements for meetings through the agricultural attachés, handled 
travel arrangements, and assembled material resulting from the meetings with 
executives of foreign countries. The mission reported on the problems noted in 
developing foreign agricultural trade and recommended steps to be taken to 
increase the volume of our agricultural exports. The findings and recommenda- 
tions are included in a published report. While the missions were optimistic about 
future agricultural exports, they reported that a great deal should be done now 
to bring about improvement in United States trade relations with foreign countries, 
Trade prospects that developed as a result of the trip are being followed up. 

9. Sale of lard to Germany saved: 

Early in the calendar year 1954 German officials rejected several lots of 
American lard and made serious charges regarding the quality of the product 
being delivered by American exporters. The Foreign Agricultural Service in 
cooperation with the Commodity Stabilization Service immediately arranged for 
the dispatch of a qualified lard inspector to Germany to ascertain the facts and 
recommend a course of action. Within a matter of weeks the inspector and the 
German officials had clarified the question of quality. The Germans withdrew 
their charges and accepted the shipment in question. The American technician 
stayed on for a brief period to work with the German inspectors to acquaint 
them with our standards, testing methods, and to identify marketing problems 
with respect to the importation of lard into the German market so that the 
Department could undertake programs to assist American exporters in supplying 
the quality of product desired by the German consumer. 

10. Foreign market for livestock products explored: 

During fiscal year 1954 an integrated program was developed and marketing 
specialists are now in the field making the initial surveys required to expand the 
use of dairy products and identify likely foreign markets. This program includes 
lengthy discussions with commercial dairy firms in Japan, the United States 
military establishment in Korea, the educational officials in charge of the school- 
lunch programs in Japan and Korea, and officials of United Nations International 
Children’s Emergency Fund to determine needs and operating problems. 

11. Rice exports increased: 

During the past year a rice marketing specialist has visited the Far East and 
Southeast Asia three times for the purpose of studying the market preferences 
in those countries and keeping United States producer-exporters acquainted with 
sales opportunities in these areas. The success of this effort is indicated in that 
the total United States exports for the first 9 months of the current rice market- 
ing year (August 1953 through April 1954) are at an all-time high, and United 
States rice exports to Japan for this period were double that of last year. 

12. Reduction in marketing quota for tobacco prevented: 

The Foreign Agricultural Service and the Commodity Stabilization Service 
designated a team of two tobacco specialists to visit Europe. As a result of this 
intensive coverage of the European market export prospects improved enough to 
permit the Department to rescind an announced 10-percent reduction in the 
marketing quota for fire-cured tobacco and restore almost half of the 20-percent 
reduction which had been announced on dark air-cured tobacco. 

13. Sales of United States agricultural products under section 550 promoted 

Section 550 of the Mutual Security Act of 1953 provided that not less than $100 
million and not more than $250 million of funds authorized to be appropriated 
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ander that act should be used to finance the purchase of surplus agricultural 
ommodities, or products thereof, produced in the United States. By working 
losely with the Foreign Operations Administration in the development of sales 
of surplus agricultural commodities under section 550 several transactions were 
initiated or promoted including those for the sale of fruit to the United Kingdom 
4s of June 30, 1954, FOA had approved procurement authorizations under 
section 550 totaling approximately $245 million worth of agricultural com- 
modities as follows: 
Procurement 
Commodity authorization 


Barley $8, 800, 000 
Beef 17, 250, 000 
Bre ad yrains 74, 248, 000 
Butter 6, 000, 000 
Canned apricots and peaches___- 2 500. 000 
(‘otton 51, 600, 000 
Corn 630, 000 
Cottonseed oil _- 15, 000, 000 
Fresh oranges and grapefruit and canned grapefruit segments 2, 500, 000 
Lard ‘ 11, 997, 000 
Peanuts 1, 420, 000 
Prunes 5, 000, 000 
Soybeans 2, 925, 000 
Tallow 2, 000, 000 
Tobacco 38, 450, 000 
Qeean transportation_ 4, 828, 000 


Total 245, 148, 000 

14. Local currency-sale of wheat to Spain concluded: 

A sale of about $20 million worth of wheat to Spain for local currency was suc- 
cessfully concluded in cooperation with other agencies. The pesetas received from 
the sale of the wheat are being used by the Department of Defense in connection 
with United States defense work in Spain. 


G. IMPORT CONTROLS (ADMINISTERED THROUGH FOREIGN AGRICULTURAL SERVICE) 


1. Section 22 investigations conducted: 

Section 22 of the Agricultural Adjustment Act, as amended, is designed to pro- 
tect agricultural programs from being materially interferred with by imports. 
During the last year preliminary investigations were conducted on 26 commodities. 
The President directed the Tariff Commission to make investigations on six of 
these commodities—wool, oats, rye, barley, and tung nuts, and oil. As a result, 
import restrictions have been applied on all of these commodities except wool. 

2. Import licenses issued: 

Pursuant to Presidential Proclamations Nos. 3019 and 3025, both issued in June 
1953 under section 22, the Foreign Agricultural Service issues import licenses 
for certain dairy products for which import quotas are established. During fiscal 
year 1954, the Department computed and issued over 2,000 licenses controlling 
imports of various cheeses subject to the import quotas. 


GENERAL STATEMENT 


Mr. MarsHauu. Do you have a general statement on this? 

Mr. Wetus. Mr. Chairman, in this connection the Agricultural 
Marketing Service acts as a central staff and operating agency for the 
Secretary of Agriculture. 

The basic policy decisions with respect to whether commodities 
shall or shall not be purchased under section 32 are made by the Sec- 
retary with the advice of the Commodity Credit Corporation Board. 
_ [have a prepared note which, with your permission, | will read, or 
insert in the record, Mr. Chairman. 

Mr. Marsna.. I suggest that you insert it in the record. 

Mr. We tts. It contains a brief description of the program and its 
functions. 

(The material referred to follows:) 
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REMOVAL OF SuRPLUS AGRICULTURAL COMMODITIES 


Purpose.—This is the appropriation, commonly referred to as “section 39” 
which aids in maintaining and stabilizing farm income by removing surplus cop, 
modities from the market and utilizing them in acceptable outlets. Essentially 
this is a marketing appropriation and its main purpose is to aid in maintaipiy 
producer incomes by removing from the market commodities in surplus on , 
seasonal, locational or other basis, and to expand market outlets for such cop. 
modities. These activities have served to bolster agricultural prices at the tine 
and also to develop new outlets through normal channels of trade on a continuing 
basis. This is accomplished through programs of direct purchase and donation 
to eligible outlets, encouragement of exports, diversion to byproducts and ney 
uses and other means. 

Funds available.—Under the basic law an appropriation is made each year in ay 


amount equivalent to 30 percent of the customs receipts collected during the pm. § 


ceding calendar year. $180 million was appropriated in 1955 and $168 million 
is estimated for 1956. In addition, unobligated balances of not to exceed $3) 
million can be carried forward from prior years. At the end of fiscal year 1953 
there was an estimated unobligated balance of $327,440,518 of which $27,440,513 
was returned to the Treasury, leaving $300 million carried forward and available 
in fiscal year 1954. Based on the estimates in the budget, the balance at the end 
of this year would exceed the carryover limit by $60 million. 

The section 32 appropriation is used to the fullest extent possible consistent 
with needs and available outlets both for actual surplus removal programs and 
to develop other programs and techniques to accomplish the same end result 
through regular marketing channels. However, the total funds available ar 
required to be used principally (over 50 percent) for perishable commodities other 
than those receiving price support under title II of the Agricultural Act of 1949 
as amended; and not to exceed 25 percent may be used for any one commodity. 

Purchases and distribution.—During fiscal year 1954 large quantities of com- 
modities, principally beef and dairy products, were purchased for distribution. 
A total of about $190 million worth of commodities was available for distribu. 
tion, nearly all of which was pur-vhased with section 32 funds. Price support 
commodities made available under section 416 were negligible in 1954. Of the 
total commodities available about $150 million worth were distributed. Over 
$90 million worth was distributed to schools, about $60 million to other eligible 
outlets, leaving nearly $38 million worth on hand at the end of 1954 for distribu- 
tion in 1955. 

Based on the estimates in the budget, about $34,500,000 would be used to 
purchase perishables and, under the “principal use” provision, about $33.5 
million for other commodities in 1955. This estimated volume together with the 
carryover from 1954 and the substantial volume of dairy products being made 
available for distribution under section 416 would total an estimated $181 million 
available in 1955. Of this, it was estimated that over $163,500,000 would be 
distributed in fiscal year 1955, leaving an estimated $17.5 million to be carried 
into fiscal year 1956. Since no substantial additional section 32 programs have 
been initiated since the budget estimates were prepared last November, it now 
appears that purchases and distribution this year may run around $20 million 
below these figures. This would mean a total distribution under section 32 and 
section 416 of about $143 million in fiscal year 1955. 


Other activities 


Marketing agreements and orders.—The cost of administering marketing agree 
ments and orders authorized by the Marketing Agreement Act of 1937 is also 
financed from this appropriation. These programs are agreements betwee) 
producers, processors, and handlers and the Government and illustrate how 
cooperative efforts in improving marketing conditions can benefit producers and 
consumers. Administrative costs at the local level are paid from assessments. 
The Federal budget reflects costs for the Federal responsibilities in this program. 
In 1954 the 75 programs in effect affected markets with an estimated farm value 
of more than $612.4 million in fruits and vegetables and about $1.1 billion in 
milk, and $10.0 million in tobacco. 

Food trades and related commodity activities.—During recent years the Depart- 
ment has me increased emphasis on programs to stimulate the marketing of 
foods in abundant supply through normal channels of trade. Growing interest 
by producers in the distributive food trades meeting some of the marketing pro)- 
lems through this approach has been the key to the success of these efforts. It is 
the Department’s policy to give maximum encouragement and to help stimulate 
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ch ‘self-help’ programs. Some examples of recent programs in this area include 
special marketing drives to encourage the utilization of honey, beef, dairy products, 
and eggs. 

The AMS is also continuing acreage and marketing guides for various vegetables 
as a means of providing producers with a sound basis for their planting and market- 
ing plans. Some marketing clinic work is also done, that is, discussions are held 
with producers and trade interests with respect to particular marketing problems 
in order to develop producer and trade attention to the need for more effective 
movement and distribution of agricultural commodities and adapt measures which 
will accomplish this. 

Foreign Agricultural Service programs.—In addition to these programs carried 
in AMS, this appropriation also finances two projects carried on in the Foreign 
Agricultural Service. One is aimed at aiding in removing American surpluses 
through the development of foreign market outlets. The second is work in con- 
nection with controlling imports of foreign commodities which might tend to 
interfere or render ineffective other programs carried out by the Department. 


DISTRIBUTION OF SURPLUS COMMODITIES UNDER SECTIONS 82 AND 416 


Mr. Wetus. We will also, if you desire, insert the tables on the last 
few years. 

| also would like to insert in the record, Mr. Chairman, a report on 
our distribution of surplus commodities under both section 32 and 
section 416 for the preceding fiscal year and for the first half of the 
current fiscal year. 

Mr. MarsHauu. Without objection they will be inserted. 

(The reports referred to are as follows:) 
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USDA AcHIEVES GREATER UTILIZATION OF SuRPLUS Foops 


Distribution of surplus foods to users in this country and abroad was increased 
substantially during the second half of 1954, the United States Department of 
\griculture reported today, through intensified efforts to gain maximum benefits 
from our food abundance. New legislation enacted by the last Congress played 
an important part in making possible the increased utilization—particularly in 
the relief of hunger and need—of foods which have been acquired by the Depart- 
ment in price-support and surplus-removal operations. 

Food donations during the July-through-December 1954 period totaled approxi- 
mately 442 million pounds, compared with 602 million pounds during the 12- 
month period from July 1953 through June 1954. Donations to schools, institu- 
tions, and needy persons in this country totaled 244 million pounds in the last 
half of 1954, compared with 418 million pounds during the 12 months of the fiscal 
vear ending June 30, 1954. Donations to United States welfare agencies for 
distribution abroad totaled 198 million pounds in these last 6 months of 1954, 
compared with 184 million pounds during all of the previous fiscal year (July 
1953-June 1954). 

Secretary of Agriculture Ezra Taft Benson, commenting on this year-end 
report, said: ‘‘The success of these efforts to make the best use of our bounty of 
food is gratifying to all of us who believe that food serves its best purpose when 
ijt moves into consumption. 

“Reducing the inventory of commodities which has been built up is, of course, 
most satisfactorily accomplished by their sale, when that is possible. When it 
is not, we should take full advantage of the value of those foods which lend 
themselves to donation programs by making them available to those who can 
use them and would not otherwise get enough of them. 

“Our desire to make full use of our food supply is the principal reason we are 
pressing for increased use of these foods, both at home and abroad. Fortunately, 
their increased use also has a market stabilizing effect as it reduces the market 
burden ef inventories, and it also serves to reduce substantially the storage charges 
which accumulate so rapidly on commodities we hold in inventory.” 


DOMESTIC DISTRIBUTION 


There was increasing distribution of Government-donated foods during the 
second half of 1954 as more States took advantage of the availability of thes« 
commodities to help more needy persons. In addition, the enactment of the new 
Public Law 480 helped make a number of commodities continuously available for 
lomestic donation. Figures on quantities of surplus foods donated for domestic 
listribution follow: 


Last full year | This half year 
(July 1, 1953 (July 1, 1954 
June 30, 1954) Dec. 31, 1954) 


Pounds Pounds 
schools Aa <3 246, 000, 000 124, 600, 000 
haritable institutions - - -- 134, 300, 000 54, 600, 000 
Needy Persons --...--. ; 37, 500, 000 64, 600, 000 


Total. . ; 417, 800, 000 243, 800, 000 
| 


Commodities donated this year include butter, cheese, dry milk, cottonseed 
oil, shortening, beef and gravy, dry beans, and several other commodities in 
smaller amounts for limited distribution. 

To make this program most effective, foods distributed are those of maximum 
benefit to the recipients and most nearly ready for table use. Since these foods 
are available only because of price-support and surplus-removal operations, it is 
obviously not possible nor desirable for the Department to provide all the kinds 
of food the recipients might need. Although a wide variety of essential foods have 
been donated, some requests have been made for wheat and corn to be distributed 
to needy persons. These commodities are storable for long periods and therefore 
are available for future sale or barter and other important reserve purposes. At 
the same time, the donations of these commodities would have a very limited 
impact on the problem of surplus disposal. Further, the Department does not 
lave authority to process these commodities, and—in view of the administrative 
difficulties involved—has not authorized their donation. However, in the case 

58682—55—pt. 3——_10 
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of another cereal, rice—which is available in ready-to-cook form—distributioy ; 
expected to be made out of Government inventory in the near future, Rice j 
peculiarly adapted to United States donation. 

Distributions to school lunch programs serving more than 10 million childre 
and to some 1,300,000 persons in charitable institutions and hospitals ran y 
about the same rate during the last 6 months of 1954 as during the previoy 
fiscal year. But distributions to the “needy persons’ group increased, as an gij 
to victims of drought and hurricane and the unemployed, principally coal mine 
and railroad workers. ms 

As of December 31, 1954, about 2,620,000 needy persons living outside instity. Us 
tions in 33 States and Alaska had been certified by States to receive commoditig 
At 4 persons to a family, this represents about 655,000 families. Of this tot, 
approximately one-fourth are such public assistance recipients as aged, bling 
dependent children, etc. As more States took advantage of the availability o 
these foods and set up the necessary machinery for distribution to dronghy 
victims and the unemployed, the States then extended their distribution to includ 
the regular public assistance recipients already on their roles. The other threa 
fourths of those certified for commodities receive no other form of publi 
assistance. - 

Pennsylvania had the largest number of persons certified to receive food, 
over 950,000. Mississippi, Alabama, West Virginia, and Kentucky, in that orde. 
all had close to or above 200,000 persons certified. Others having more thy 
25,000 persons certified were Michigan, Oklahoma, Iowa, Virginia, Ohio, (aj. 
fornia, and Utah. 

The value of the commodities being distributed, including packaging ani 
transportation, is estimated at nearly $5 million a month, based on recommended 
amounts distributed to those in the ‘‘needy persons” group certified to receiv 
surplus foods. - 

Distribution of surplus foods is operated under a plan which follows the policy 
of full utilization of State government facilities, and the well-established principe 
that relief for the needy is a primary responsibility of the State government. Th 
Department delivers the commodities, free of cost, in carload lots to States, after 
they have made satisfactory arrangements for distribution. State agencig 
determine the eligibility of recipients of these foods, and take full responsibility 
for all distribution within the State. 
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FOREIGN DISTRIBUTION 


Increases in the quantities of foods distributed abroad during the last half of 
1954 result principally from liberalization of the enabling legislation by the 
last Congress. Public Law 480 amended previous legislation to permit greater 
latitude in the use of United States food stocks to aid persons in friendly countries 
overseas. The Department is working under this new legislation with United 
States private welfare agencies and intergovernmental agencies. Figures on 
quantities of surplus foods donated for foreign distribution follow: 


| 
Last full year | This half year 
(July 1, 1953- | (July 1, 195- 
June 30, 1954) | Dee. 31, 1954 





| 


I Fai in cncdtndcaminedicncakicatinbionssadeapusdeas | 18 Ip 
PUN WRI OIIN EU ah gosto ae a ee Sor ee sie res 40 4 
ENE NO critnracgimiesnvbahssseonnpcsqeaneeesseesbenn pounds. | 183, 900, 000 198, 400, 000 


' ' 


Commodities being distributed this year include nonfat dry milk, butter, 
cheese, shortening, and cottonseed oil. Currently participating agencies ar 
American Friends of Austrian Children, American Friends Service Committee, 
American Jewish Joint Distribution Committee, American Mission to Greeks, 
Assemblies of God—Foreign Service Committee, CARE, Church World Service, 
International Rescue Committee, Iran Foundation, Lutheran World Relief 
Mennonite Central Committee, Tolstoy Foundation, Unitarian Service Con- 
mittee, United Lithuanian Relief Fund of America, United Nations Children: 
Fund and War Relief Services. 

Countries receiving food are Austria, Belgium, Brazil, Chile, Colombia, Egypt, 
England, Formosa, France, French Morocco, Germany, Goa, Greece, Haiti, 
Hong Kong, India, Indochina, Indonesia, Iran, Israel, Italy, Japan, Jordan, 
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Korea, Lebanon, Liberia, Malay States, Malta, Okinawa, Pakistan, Panama, 
Paraguay, Peru, Philippine Islands, Ryukyu Islands, Spain, Trieste, Tunisia, 
urkey, Venezuela, and Yugoslavia. 

This program of foreign distribution is administered by USDA, but the Foreign 
)perations Administration is responsible for approving the agencies and their 
rograms, and provides funds for payment of ocean transportation for most 
Following FOA approval, the agencies submit estimates of their 
needs, and proposed plans of operation for each country. As commodities are 
made available to them, the agencies submit orders to USDA. When signed by 
USDA, these orders become contracts binding the agencies to their terms and 
conditions. In accordance with the law, all requests from the States for domestic 
donations of foods are met before commodities are made available for use in 
foreign countries. 


shipments. 


Quantities of surplus foods donated for domestic and foreign use fiscal year 1954 and 
estimated first half fiscal year 1955 


[Million pounds] 








Domestic 
Total distri- 
bution 





| 
Foreign dis- 
tribution 


Schools Institutions 


| Needy persons | 


Commodity l | 
list half} ..., ., | Ist half | 
fiscal | F'% | ‘fiscal | 
year year | 
| 

| 


Ist half 
fiscal 
year 
1955 


Fiscal je ae Fiscal 
year | ear | ¥o8 
: | 1955 


| 

| Ist half 
fiscal 
year 
1955 


Fiscal 
year 
1954 


| Fiscal 
year 
1954 


ye 


ri yee 
1955 | 1954 1955 1954 


6. 60.2; 41.1} ¢ 93. 
31.0 25.9 | . 66. § 


92.7 109.0 | 


Butter 
Cheese 
Dry Milk. ... cases 
Beef and gravy 

Dry beans......-.-- 
Shortening !._....-- 
Other 2 
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Total... esas 





| 246.0 | 124.6 | 134.3 | 


\Includes cottonseed oil, 
2? Includes several commodities in limited amounts. 





Mr. Wetts. We will, of course, be glad to answer such questions 
as you may have. 


PERISHABLE AGRICULTURAL Commopities Act Funp, DEPARTMENT 
oF AGRICULTURE 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| l 
| 1954 actual | 1955 estimate 1956 estimate 


$390, 000 | 
335, 013 | 


$390, 000 


Appropriation or estimate 1 
315, 013 


57 
Unobligated balance brought forward 291, 026 





705, 013 


725, 013 | 
—295, 013 


—315, 013 | 


_ . Total available for obligation 
Unobligated balance carried forward 


| 
719, 183 | 
—335, 013 | 





410, 000 


Obligations incurred 384, 170 | 410, 000 | 


Obligations by activities 


Licensing dealers and handling complaints: 
: $384, 170 

410, 000 
410, 000 
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Obligations by objects 


Object classification 


1954 actual | 1955 estimate | 1956 estima 





| — ae as 






































Total number of permanent positions-.-__.- hcg Pees .| 71 78 | ; 
Average number of all employees... .............-.--..--------] 69 | 74 mi : 
Number of employees at end of year____._..__.. an tien 66 | 69 x 
— ———— — no 
Average salaries and grades: 
General schedule aes: 

NE ioe Sa acme aides ame h Stossel $4, 675 | $4, 686 $4.7 

Average grade... _- biweh out és S egal GS-6.2 GS-6.2 GS-4, 

01 Personal services: geitrerts peer ote 
Permanent positions-_-- hn a nities well $332, 631 $354, 349 | $356, 30 
Regular pay in excess of 52-week base.......____. | 1, 274 | 1, 337 1, 3% 
Payment above basic rates_...-._.....-......--- ey 28 14 | » 

The POCORN MONTINI. isis in ice ncs~cccans 333, 933 355, 700 . ft 
o Freei.........-.- wancbion ee eae aad 16, 062 | 12, 255 | pre 

03 Transportation of things. emake yeseee a 795 | 400 prt 

04 Communication services-__-_.-_-.......--- oe Saerse 10, 920 | 12, 100 de: 

06 Rents and WGnty erviee..........--...--<-020.050-.50-- 2, 621 2, 600 sa 

OG Premene oe repeenen... .... oo eee ena | 1, 832 | 12, 300 an 

07- Other contractual services... .......................- -| 3, 236 | 5, 175 for 

Services performed by other agencies___._._.......-._...|.--- tebe 75 | ’ th 

68: Supplies and materins...........-...-- 5. -..-2--.-- cece 6, 060 2, 545 2 000 . 

EE 4, 154 | 3, 500 | 3, 00 are 

13 Refunds, awards, and indemnities_-_-___-___- sh ilelaekiouat eats 3, 965 2, 750 2, 25 

EG "ORIN CORONER sas ens Sn inent ioe -oee 592 600 5 frt 

SPR PINON ol inn ow csenbithcoksos Oe deel 384, 170 | 410, 000 410, O00 ' 
th 
—_ 7 = = ae és — Wl 
Analysis of expenditures an 
Op 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) ve 
oe ee eer se su 
| 1954 actual | 1955 estimate | 1956 estimat in 

| | 
J _ ar 

| 

Obligated balance brought forward _-_---..........--------- $14, 451 | $31, 214 $36, 214 

Obligations incurred during the year. -....-..--.-.---------. | 384, 170 | 410, 000 410, O00 al 

398, 621 | “441, 214 446, 214 

Obligated balance carried forward-.---- ictesessetnclusecs —31, 214 —36, 214 —39, 7i4 

Total expenditures--__-- a = - | 367, 407 405, 000 406, 50) 
—=—S——_— ee a of 

Expenditures are distributed as follows: 

Out of current authorizations- -- i : } 367, 407 { 39, 000 56, 50 al 
Out of prior authorizations_-_.---_-- awa ede 4 366, 000 | 350), 000 a 
SUMMARY JUSTIFICATION DATA : 
Mr. MarsHauu. At this time we will cover the Perishable Agr- & , 
cultural Commodities Act fund. | 
We will insert pages 79 through 83 of the justification in the record. 
° : ; j 
(The justification referred to follows:) 
Perishable Agricultural Commodities Act fund 
Appropriation 1955, and base for 1956___...__...___._-_-_-_-_-_-_-- . $390, 000 
Nee ee AES a mee mm mines me daere ---- 3890, OW ( 
Nore.—Due to an estimated carryover of $315,013 from fiscal year 155, 4 
total of $705,013 is estimated to be available for administration of the applicable 

acts in fiscal year 1956. Of this total, the estimates forecast obligations of ) 

$410,000 for fiscal year 1956, leaving a carryover of $295,013 into fiscal year 1157. 

i 
f 
1 
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Project Statement 


roi ox 1955 Increase or | 1956 
a Q: 7 
Project | 1954 (estimated) decrease (estimated) 


Licensing dealers and handling complaints. - -- $384, 170 $410, 000 eee $410, 000 
nobligated balance brought forward ___------- —291, 026 —335, 013 $20, —315, 013 
Unobligated balance +-335, 013 +315, 013 


ta] appropriation or estimate ____----- 428, 157 390, 000 


Status oF PRoGRAM 


CURRENT ACTIVITIES 


This special fund, replenished by license fees, provides for the protection of 
producers, distributors, consumers, and others, from unfair and fraudulent 
practices in the marketing of perishable agricultural commodities; prevents the 
destruction or dumping of farm products and promotes foreign trade in apples 
and pears. Handlers are required to give shippers a true and correct accounting 
for commodities sent for sale in the market. uyers and sellers must live up to 
the terms of the contract; false or misleading statements, and misbranding, etc., 
are prohibited. 

All commission merchants, dealers, and brokers who handle fresh and frozen 
fruits and vegetables in interstate and foreign commerce must be licensed. 

Anyone financially interested in a transaction covered by the law may request 
the assistance of the Department. The Department will promptly communicate 
with the other party, make necessary investigation, endeavor to bring about an 
amicable informal settlement, take formal action, if necessary, give each party 
opportunity to present his side fully, determine the loss or amount of damage to 
be paid, and if the violation is found to warrant such action, publish the facts and 
suspend or revoke the offender’s license. Much of the evidence is supplied by the 

estimate inspection certificate, as the majority of the cases involve questions of quality 
— and condition. 
$36. 214 Activities under these acts include licensing, collection of fees, and investigation 


+ 


410, 00 and handling of complaints and violations. 


Sn FINANCING 

4045, 50) Pursuant to the amendment of the Perishable Agricultural Commodities Act 

ae effective June 15, 1950, annual license fees of $15, together with arrearage fees, 
are deposited into a special fund from which all expenses, except legal services, for 
administration of the Perishable Agricultural Commodities, Produce Agency and 
violations of the Export Apple and Pear Acts are paid. 

Prior to this amendment, the annual license fees of $10 and arrearage fees were 
deposited. to miscellaneous receipts and the administration of the acts was 
finance -d under the “Marketing services’’ appropriation. 

tevenue collected and obligations incurred during the past 3 vears and esti- 
mated for 1955 and 1956 are as follows: 


| 
| 


Revenue collected and obligations incurred— 


54 1955 
es (estimated)) (estimated) 


0), 000 
0. 000 Fees and arrearages collected .____- $404, 244 $428,839 | $428,157 | $390, 000 $390, 000 
Obligations. _- es Pelee 398, 307 400, 338 384, 170 410, 000 410, 000 


155, a ese En ee Seine | “ . 

icable 

ns of SELECTED EXAMPLES OF RECENT PROGRESS AND TRENDS 

1957. Licens sing 

There were 26,372 licenses in effect at the end of fiscal year 1954. This is an 

increase of more than 900 over the preceding year and is due chiefly to increased 
field coverage in the Southeast, which is a heavy-producing area. Although 
there was a slight increase in terminations this was offset by the large increases 
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in renewals of licenses already in existence and in new licenses issued. Ty 
licensing activity and number of licenses in effect at the end of each of the past} 
years and estimated for 1955 and 1956 are as follows: 


uuu 




















Fiscal years— 
apa a np 
19 1956 

1962 1968 1954 | (estimated)| (estimates 

Sh bien te eee 
I I oogtc cs oan. oocanunadanas hot 19, 044 19, 438 19, 912 20, 000 19, 50) 
ok. ER ee 5, 764 6, 007 6, 460 6, 500 6,00) 
Licenses terminated. ..........0.--cescude 5, 503 5, 370 , 53 6, 372 6, 0 
IE dicncveccindibnannnmiciegel 30, 311 30, 815 31, 905 32, 872 | 32, 400 
SU INE BS Wiig ce shcnicmenunoucsccune 24, 808 25, 445 26, 372 26, 500 | 25, 500 





COMPLAINTS AND REPARATIONS 


1, There were more than 2,300 complaints filed and 51 cases reopened, a slight 
reduction from the previous year. The value of the regulatory activities is not 
fully indicated by the number of cases filed and settled because an increasing 
number of cases are being settled each year by the industry without resorting to 
formal proceedings under the act. These settlements are being made because of 
precedents established by Secretary’s orders in previous cases handled under 
provisions of the acts. These decisions are published and are distributed to the 
industry and are used as the basis for settling disputes informally. The cases 
being referred to the Department are in general those which are difficult and 
those for which no precedents have been established. 

2. Amicable settlements were reached in approximately 50 percent of the 
cases closed and payments of about $920,000 paid to the complaining parties, 
The industry generally favors this method of disposing of their disputes and in 
many cases request arbitration. In most cases they are willing to sign contracts 
and to accept as final, and abide by, the decisions rendered. These arbitration 
cases have substantially the same force and effect as decisions rendered by the 
judicial officer of the Department. 

3. Efforts to reduce the backlog of cases have been continuous. As of the 
close of business June 30, 1954, there were 734 cases pending which is the smallest 
number pending since 1947. 

4. Analysis of complaint work, fiscal years 1952 through 1954 and estimated 
for 1955 and 1956: 



































PNR inde ddkapeesdaseeneueatwes 1, 451, 505 | 1,570,201 | 1, 235, 622 


Fiscal years 
1955 1956 
1952 | 1953 1954 (estimated) |(est imated) 
Complaints: 
On hand beginning of year_......-.-.-- 922 919 775 734 719 
Received or reopened.._-_.-...-------- 2,779 2, 431 2, 416 2, 600 2, 450 
Total to be handled__..........-.--- 3, 701 | 3, 350 3, 191 3, 334 | 3,160 
Pe. ee 204 235 282 290 m5 
Informal amicable settlements------ - -- 1, 321 1, 212 1, 120 1, 150 1, 050 
eee osp aan ee 1, 257 1, 128 1, 055 1,175 | 1,178 
ES) eee 919 775 734 719 | : 666 
Reparations: | 
Awarded—formal orders... _........---- $192, 947 $321, 492 $315, 304 
Payments—amicable settlements. ----- 1, 258,558 | 1, 248,709 920, 318 | 
| 
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PRODUCE AGENCY ACT CASES 


Fifty-four cases were filed under the provisions of this act, compared with 39 
juring the preceding year. There were no convictions under this act as all cases 
were disposed of by amicable settlement. 


EXPORT APPLE AND PEAR ACT 


One violation, reported under this act during the year, is now in the process of 


investigation. 


GENERAL STATEMENT 


Mr. MarsHauu. Do you have a general-statement to make? 

Mr. Wetts. I have some notes. 

Mr. Chairman, there are no changes in the operations under this 
at. The anticipated revenue and obligations are budgeted the same 
for 1955 and 1956. 

If | might insert the note. 

Mr. MarsHauu. That will be inserted in the record at this point, 

(The material referred to follows:) 


Nores ON PERISHABLE AGRICUTURAL ComMmopiTIEs Act FuND 
PURPOSE AND OPERATIONS 


This is the fund used to administer three regulatory laws (Perishable Agricul- 
tural Commodities, Produce Agency, and Export Apple and Pear Acts) aimed at 
assuring equitable treatment to buyers and sellers of primarily fresh and frozen 
fruits and vegetables. Dealers and brokers handling these products are required 
to be licensed. In addition to this activity, the program includes investigation 
of complaints of violations. In some cases disputes between buyers and sellers 
are settled through informal amicable negotiations. In other cases, formal deci- 
sions must be made involving payments of reparations awards between parties 
and even suspension or revocation of the offender’s license. 


FINANCING ARRANGEMENTS 


Commission merchants, dealers and brokers handling these products in inter- 
state and foreign commerce must secure a license which costs $15 annually. These 
license fees, together with arrearages for those subject to the Perishable Agricul- 
tural Commodities Act who have been operating without a license, are deposited 
into a special fund (Perishable Agricultural Commodities Act fund) and used to 
pay the cost in AMS of administering all three laws. 


CURRENT ACTIVITY 


Licensing activities have been relatively stable in the past 2 years. About 
26,400 licenses are now in effect. Complaints received fluctuate slightly from 
year to year. However, the backlog of cases pending has been reduced and is 
now the lowest in 7 years. About 50 percent of the cases are settled through 
amicable agreements. 

FUND REQUIREMENTS 


Both anticipated revenue and obligations are budgeted at the same level in 
1955 and 1956. 


ee MarsHaLLt. The committee now stands adjourned until 
Monday 
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WEDNESDAY, FEBRUARY 23, 1955. 
FOREIGN AGRICULTURAL SERVICE 


WITNESSES 


EARL L. BUTZ, ASSISTANT SECRETARY OF AGRICULTURE 

W. G. LODWICK, ADMINISTRATOR, FOREIGN AGRICULTURA 
SERVICE 

CLAYTON E. WHIPPLE, DEPUTY ADMINISTRATOR, FOREIGN AGzi. 
CULTURAL SERVICE 

FRED J. ROSSITER, ASSISTANT ADMINISTRATOR, FOREIGN AGRI. 
CULTURAL SERVICE , 

GUSTAVE BURMEISTER, ASSISTANT ADMINISTRATOR, FOREIGN 
AGRICULTURAL SERVICE 

W. A. MINOR, ASSISTANT ADMINISTRATOR, FOREIGN AGRICUL. 
TURAL SERVICE 

THOMAS E. MORROW, DIRECTOR, BUDGET AND FINANCE DIVISION, 
FOREIGN AGRICULTURAL SERVICE 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFT. 
CER, DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Amounts available for obligation 


nanan for June 30, 1954, are as certified under sec. 1311, Public Law 663) 





























| 
1954 actual | 1955 estim: ate 1956 estima 
Sibbald ated Ltd ial pian oe a 
Seana OF GNUIIIIOE. < - < gocccccde unis ode nnneenncosacanc> $673, 000 | $965, 000 | | $3, 365, 0 
Transferred from— 
‘Salaries and expenses, State,’’ pursuant to Public Law | 
ee eee ere es Ao ee aL Cie as Diag ti Na te | 1, 400, 000 
“Salaries and expenses, Farmers’ Home Administration,’ | 
porement t0-2 ie Law OG ssi ona ce ncekexneen~ OO se dae = 
Adjusted appropriation or estimate. __.._.......__..-- 703, 000 | 2, 365, 000 | 3, 365, 00 
Reimbursements from other accounts____....._...___...------ 107, 600 87, 600 | 87, 60 
__ ‘otal available for obligation..__......_______....___.-- 810,600 | 2, 452, 600 3, 4520 
Unobligated balance, estimated savings._...._.__..........--- AGE OOP 1. i ci du cae TONE ie Seis 
Obligations incurred.....................--- ae See ae 788, 560 | 2, 452, 600 3, 452, 
Comparative transfer from— | | 
“Salaries and expenses, State”’ _..............---...-----.- 1, 500, 000 | 100, 000 |___-. 
‘‘Government in occupied areas, State’’...._............_. 50, 000 50, 000 |___- 
“Agricultural Marketing Act, Agriculture”._._._.----__- 122, 264 |.....---..+.--|-------- -- 
IOI ee ee ee te ail 2, 460, 824 | 2, 602, 600 | 3, 452, 60 
Obligations by activities 
Description 1954 actual | 1955 estimate | 1956 estimate 














Direct Obligations 


seein 
an 
a | 











1. Analysis of foreign agriculture and trade__............._.--- $725, 448 $880, 80 

eS EE EE TE: | 1, 627, 776 200 2, " — 
TOhee Ginet GIMME so wis oo Scctestvnwescicc. cece ia 353, 224 | — 515, 000 | rr , 365, ON 

Obligations Payable Out of Reimbursements From Other Accounts | 

3.. Other services performed... .......................-...-.---- | 107, 600 | 87, 600 87, fi 


ii a i | 2,460,824} 2,602,600 —3, 452,00 


se 





1159 


Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


Summary of Personal Services 


to] number of permanent positions 

ij-time equivalent of all other positions 
we number of all employees- 

umber of employees at end of year - - 


rage salaries and grades: 
General schedule grades: 
Average salary 
Average grade. . - 
Ungraded positions: Average salary 


»rsonal service obligations: 
Permanent positions. 
Positions other than permanent 
Regular pay in excess of 52-week base. 
yment above basie rates 
Other payments for personal services 


otal personal service obligations - 


VISION, 


Direct Obligations 


r OFTI. 1 Personal services 
lrave ] 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction_ 
Other contractual services 
Services performed by other agencies 
Supplies and materials 
Equipment 
irants, subsidies, and contributions_ 
d 5 Taxes and assessments 


56 estimate rotal direet obligations. 
Be Obligations Payable Out of Reimbursements 
De, JO0, OM From Other Accounts 


Personal services 
Printing and reproduction. --- ce 
Other contractual services_ - - _ 
Services performed by other agencies ___- 
& Supplies and materials_...__.-- 
% Equipment. ‘ 
15 Taxes and assessments 


Total obligations payable out of reimbursements from 
other accoumgs...-.........<:- ties : 107, 


Total obligations et : ; ‘ 2, 460, 8: 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


1 aa Obligated balance brought forward r $49, 79% $70, 504 $153, 304 
) estimate Obligations incurred during the year_-__--_-- cae , 3, 56 2, 452, 600 3, 452, 600 


2, 523, 104 3, 605, 904 
Adjustment in obligations of prior years---_ -_-- ; —4, 557 |_.___- 
: Reimbursements....._-._-.--- acai ; —107, 600 —87, 600 ~87, 600 
$885, M0 Obligated balance carried to certified claims account- — 2, 046 ql 
2, 479, 0 Obligated balance carried forward _____ _____- J —70, 504 — 153, 304 — 246, 004 


3, 365, ON Total expenditures____ ae : ; 653, 646 3, 272, 300 


Expenditures are distributed as follows: 
2, 222, 100 3, 141, 600 
60, 100 130, 700 
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SUMMARY JUSTIFICATION DATA 


Mr. MarsHatu. The committee will come to order. 

We are pleased to have before us this afternoon the Foreign Apri. 
cultural Service. At this point we will insert in the record pages 11) 
111, 113, and 117 through 121, of the justifications. 

(The pages referred to follow:) 


PurPOSE STATEMENT 


The Foreign Agricultural Service administers the foreign agricultural programs 
of the Department and develops plans and policies related to the administration 
of the foreign affairs and interests of United States agriculture. It disseminates 
to American agriculture the basic information essential to the aggressive foreign 
marketing of United States agricultural products and to making necessary adjust- 
~— to meet changing situations abroad. The Service works in the following 

elds: 

Foreign marketing development.—The Service conducts a broad program designed 
to develop foreign outlets for agricultural products and analyzes competition and 
demand factors relating to foreign marketing. It administers export programs, 
including programs under the Agricultural Trade Development Act of 1954 and 
related authorizations, as well as import programs and controls. The Service 
represents the Department at international commodity conferences and on foreign 
commodity matters at national conferences. Work directly related to the develop- 
ment of foreign markets is financed from funds allotted to the Service under the 
appropriation ‘““Removal of surplus agricultural commodities” pursuant to section 
32 of the act of August 24, 1935, as amended. 

Foreign agricultural trade and analysis.—The Service directs and coordinates the 
continuous economic analysis and interpretation of world conditions and develop- 
ments that significantly affect the retention and expansion of foreign markets for 
American products. It analyzes and interprets world trends in foreign agri- 
cultural products, trade, price, finance, consumption and economic policies of 
foreign governments as such trends affect United States foreign agricultural 
trade. It analyzes the effects of restrictive trade policies on the demand for 
American farm products and develops and coordinates the basic policies and 
programs for the removal or easing of restrictions and for the encouragement of 
world trade in American agricultural products. The Service participates in 
agricultural international organizations and trade conferences. 

Agricultural attachés.—The Service directs and coordinates a worldwide agri- 
cultural attaché service with particular emphasis on the development of markets 
for American products, and on trade reporting from foreign areas designed to aid 
American farmers and exporters. 

Assistance to Foreign Operations Administration.—The Service also participates 
in the administration of the agricultural portion of the foreign assistance program 
with funds allocated from the Foreign Operations Administration. This work 
includes coordination of the Department’s participation in the program and 
direction of the training program for foreign agricultural leaders, and the provid- 
ing of technical information and advice in connection with the operation of the 
agricultural technical assistance program in foreign countries. 

As of November 30, 1954, 503 employees were being paid by the Foreign 
Agricultural Service either directly or by reimbursement. Of this total, 171 
were paid directly from this appropriation, 75 were paid from this appropriation 
through reimbursements to the Department of State for agricultural attaché 
staff not yet transferred, 156 were paid from funds allotted under the appropria- 
tion “‘Removal of surplus agricultural commodities” (sec. 32), and 101 were paid 
from allocations and reimbursements from other agencies. Of the total number 
of employees, 396 were located in Washington, D. C., and 107 were stationed in 
foreign countries. 


Appropriated funds: : 
Estimated available, 1955_____--- Siiniaditd eek tuna eaor ee ake $2, 515, 000 
i ee, tia sao as dS oo. cS os 3, 365, 000 
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Salaries and expenses 
Appropriation act, 1955 
Transferred from ‘Salaries and expenses, State’’ pursuant to Public 
Law 663 for agricultural attachés 
Activities transferred in the 1956 estimates for establishment of an 
agricultural attaché service in the Department from: 
“Salaries and expenses, State”’ +100, 000 
“Government in occupied areas, State”’ +50, 000 
Base for 1956 2, 515, 000 
Budget estimate, 1956 3, 365, 000 


Increase (to strengthen and expand the attaché program) --- +850, 000 


Project statement 








> 1955 Increase or 1956 
Project 1954 | (estimated) (estimated) 





}, Analysis of foreign agriculture and trade 725, 448 | : $885, 800 
9, Agricultural attachés 1, 627, 776 
Tnodlignted ROG i can nscscdatewsue ccnnwentias | 22, 040 





Total available or estimate.........------ | 





Transferred from: 

“Salaries and expenses, Farmers’ Home 

Administration” 

“Salaries and expenses, State’’ 
Transfer in 1956 estimates from: 

“Salaries and expenses, State’ 

“Government in occupied areas, State’ 
Transfer in 1955 estimates from: “Agricultural | 
Marketing Act, Agriculture’”’ 

Lepnprespnetaseebeliocemepeneetaenet 

Total appropriation or estimate 673, 000 | 965, 000 











STATUS OF PROGRAM 


Current activities.—Farmers of the United States are affected by many decisions 
which are made and actions taken throughout the world. The utilization of the 
large productive capacity of farms in the United States requires the maintenance 
of an active export market. It is of vital importance that the interests and prob- 
lems of United States farmers be taken into account whenever decisions are made 
on important foreign relations problems. 

The stablization and expansion of world trade, particularly in agricultural 
products, is actively encouraged through the removal of barriers to trade, the 
solution of monetary problems, the study of foreign competition with American 
products, the analysis of market situations affecting the sale of agricultural 
commodities throughout the world, and making facts obtained available to 
United States farmers, processors, exporters, and other interested groups. 

It is essential that United States agricultural interests be represented, and that 
their position be presented effectively in consideration of international agree- 
ments. This Service continues to carry out this responsibility. 

The placing of the agricultural attachés under the direction of the Department 
of Agriculture has opened the way for increased effort in improving the compre- 
hensive schedule of foreign agricultural market and trade reporting by agricul- 
tural attachés and officers at United States Embassies abroad, and for concen- 
trated effort in the development of foreign markets for American products. 
_The information obtained by the attachés on foreign market and trade condi- 
tions is utilized in making detailed analyses of foreign agriculture, and interpret- 
ing trends of importance to farmers and trade groups in this country. Among 
other items these analyses include production, finance, marketing, and consump- 
tion and prices, along with the policies and trade patterns of the various countries 
of the world. Consumer requirements and consumption levels are important 
items in such analyses. The present and potential competition to be met by 
United States commodities is also carefully studied and results made available 
to agricultural groups. 

Farmers and farm groups in the United States are able to adjust their activities 
and take advantage of market opportunities abroad only to the extent that 





cr 
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adequate information can be made available to them. Continued efforts ;, 
improve this service are being made. 

A related program of development of market abroad for United States ag;i. 
cultural products in surplus or potential surplus supply is being carpied owt. p; 
substantially expanded under an allotment from the appropriation ‘Removys| o 
surplus agricultural commodities (sec. 32).’’ This program is concerned with 
strengthening and expanding foreign markets for disposal of American agri. 
cultural products on a continuing basis. ; 

Under a second phase of this program special emphasis is placed on the sajp 
abroad of surplus agricultural commodities under the Agricultural Trade Develop. 
ment and Assistance Act of 1954, Public Law 480 of the 83d Congress and related 
acts. Public Law 480 authorizes the sale of surplus agricultural commodities to 
friendly nations under certain circumstances for foreign currencies. This work 


in the Foreign Agricultural Service is also financed by an allotment from section 
32 funds. 


Selected examples of recent progress 


United States foreign marketing problems analyzed.—During the past year the 
Foreign Agricultural Service completed several studies designed to indicate 
the principal problems encountered in marketing United States agricultura| 
products in our leading foreign markets. The studies for each country analyzed 
changing patterns of trade in agricultural products in the light of dexelopments 
in agricultural production, consumption shifts, foreign exchange resources, trade 
restrictions, and price competition in competitive areas abroad. Reports have 
been completed for Japan, India, West Germany, Belgium,. and the United 
Kingdom. While the details vary, these analyses show that the major problems 
center around price competition, quality, and dollar resources. 

Market and price policies of foreign countries reported—A report on the agri- 
cultural market and price policies of foreign countries was prepared and published 
during 1954. It summarizes the principal types of market and price contro's 
which are among the chief impediments for United States agricultural exports 
that have prevailed in the world in recent years. It also contains individual 
summaries for some 26 countries in Western Europe, the Far East, Middle East, 
and Latin America, as well as Canade, Australia, New Zealand, the Soviet Union, 
and the Iron Curtain countries of Eastern Europe. The report is a valuable aid 
to those who are concerned with an evaluation of foreign demand for, and compe- 
tition with, United States agricultural products, by providing in condensed form 
useful data covering a large part of the world. 

Eaport-Import Bank loans recommended.—This Service has primary responsi- 
bility for the Department in recommending to the Export-Import Bank loans 
(including securing favorable National Advisory Committee action thereon) for 
financing agricultural exports. Several loans have been made during the past 
year that have facilitated the export movement of an increased volume of agri- 
cultural commodities, particularly cotton. 

Foreign restrictions on United States exports relared.—One of the important 
accomplishments during the vear has been to obtain a promise from most of the 
foreign market countries to relax and eventually remove government restrictions 
against United States products as dollars become more abundant and the balance- 
of-payments position of such countries improves. These actions would be taken 
in return for United States tariff reductions under the trade agreement program. 
In the confusion of international economic developments in the past few vears, 
there has been a tendency to defer indefinitely the carrying out of these under- 
takings. The Service has taken a leading role in insisting on holding the foreign 
importing countries accountable for the extent and nature of their import restric- 
tions. These recommendations have been accepted in general as Government 
policy and consultations have been held with the restricting countries regarding 
their manner of carrying out their obligations. This has been an important factor 
in the inclusion of import United States agricultural commodities in the liberali- 
zation of trade and exchange controls carried out during the vear by the United 
Kingdom, Germany, Belgium, and the Netherlands. 

World coffee situation followed.—In response to congressional and importer de 
mands and public concern over the sharp rise in coffee prices in late 1953 and early 
1954 a comprehensive report on the current world coffee situation was release¢ 
by the Service early in the spring. This has been followed by a series of shor 
up-to-the-minute reports issued at brief intervals to keep all interested parties 
current on the developments in specific coffee producing and consuming areas 0 
the world. 
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Livestock products situation in Mexico appraised.—During the fall of 1953 con- 
.iderable concern on the part of Western beef producers was expressed regarding 
the possible rise in the importation of Mexican cured and pickled beef. A live- 
stock specialist was sent into northern Mexico to appraise the situation. As a 
result of this action United States producers were furnished with on-the-spot 
information and Mexican imports for these products were held at normal levels 
without formal government action. 

Surveys of foreign competitive crops made.—A series of on-the-spot surveys have 
heen made to determine the production and exporting potential of foreign com- 
netitors for several United States export crops. During the last fiscal year a fats 
and oils technician visited producing farms and plantations and community proc- 
essing sheds for peanuts and peanut oil, palm nuts and palm oil, and other tropical 
oil seeds in West Africa; a tobacco specialist studied the tobacco producing areas 
of East and South Africa and southern Brazil; and a citrus fruit specialist surveyed 
the Mediterranean citrus fruit producing areas. Detailed reports of the findings 
on these surveys have been circulated to all interested producers and exporters of 
these commodities. 

Foreign Agricultural Service reorganized.—In order to give greater emphasis to 
the expansion of foreign markets for United States agricultural products and the 
strengthening of United States foreign service and trade program activities the 
Foreign Agricultural Service was reorganized in November 1953. Particular 
emphasis is placed on the development of foreign markets and the disposal of 
surplus agricultural commodities in foreign markets. This program is financed 
from funds allocated under section 32 of the act of August 24, 1935, as amended. 
The market development program is set up under an assistant administrator with 
the following divisions: Cotton, fats and oils, fruit and vegetable, grain and feed, 
livestock and livestock products, tobacco, sugar and tropical products, and foreign 
trade programs. A foreign service and agricultural analysis group is under the 
direction of an assistant administrator. This group is financed from funds 
provided under the salaries and expenses appropriation, and provides for studies in 
connection with the changing patterns of trade in agricultural products, trade 
restpietions in the foreign market area. These activities support the foreign 
market development program. 

Agricultural attachés transferred to Department of Agriculture.—The Agricultural 
{ct of 1954 authorized the Secretary of Agriculture to appoint agricultural 
attachés as employees of the Department of Agriculture to aid in meeting the 
Department’s responsibilities in the marketing of United States farm commodities 
and in aiding United States farmers, processors, distributors, and exporters to make 
needed adjustments in their operations. Within the Department, this activity is 
the responsibility of the Foreign Agricultural Service. In accordance with the 
provision of funds for this work in the Supplemental Appropriation Act, 1955, 
responsibility for the agricultural-attaché program was transferred from the 
Department of State on September 1, 1954. 

As of December 1 there were transferred to the Department of Agriculture from 
the Department of State, 29 attachés and assistant attachés. There are still 
remaining on reimbursable detail for transfer as rapidly as possible, about 15 
attaéhéS and assistant attachés, 5 American secretaries, and 29 local employees. 
An interim agreement has been entered into with the Department of State which 
provides for the furnishing of reports from posts where there are no agricultural 
attacl és, and for the furnishing of administrative services to the agricultural 
attaché staff at foreign posts. A permanent agreement is under negotiation with 
the State Department to replace the present interim agreement. 
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Statement of obligations under allotments and other funds 


(Includes only those amounts which, by Nov. 30, 1954, were actually received 
programed for 1955 or 1956. Since work for other agencies is performed op , 
service basis, at the request of those agencies and for their benefit, it is ng 
practicable to estimate in advance the amounts to be received in most cases) 


Estimated Estimated 
obligations, | obligations 
1955 1956 


‘ Obligations, 
Item 1954 


—. 


Allotment from: Removal of surplus agricultural commodities: 
For development of foreign market outlets for surplus and 
potential surplus American agricultural commodities -__- . $524, 781 $1, 100, 000 | $1, 200. 009 
For the administration of import controls under sec. 22 of 
the Agricultural Adjustment Act, as amended _-_-_-_-.-_- 188, 256 196, 625 | 196, 625 


Total allotment... Aen ae dahibentaiskesenx | 713,037 | 1, 296, 625 1, 396, 625 


Allocations and working funds (advances from other agencies): | 
Department of State: , 
For conducting an educational program for a trainee | 

















from Argentina in forestry methods-__---.-_-_- ht cin eetmksummiideaon i 
For conducting a training program in agriculture for 
ees SINS 7s cis chico ee ck 4, 950 | CO. oes 
Total, Department of State.............-- Pdoartienk 4, 950 4, 463 ; ; 
Department of the Army: Special project._.-...........-- Osis | Ss : 
——SS====__==._— ——===—=_] —_—_—_——_——.. 
Foreign Operations Administration: 
For technical assistance to friendly nations_..._____-__- 3, 488, 128 a 
For expenses incident to the foreign trainee program ___- 3, 554, 789 By UN Fen awenscccck 
For preparing statistical information on agricultural 
conditions and food balances in Europe and the 
eset cnn ete in eict unchent. oe 17, 438 | OTM Tonscncce “- 
— | | = 
Total, Foreign Operations Administration. __...___- 7, 060, 355 3, 767, 802 |_-_- 
Total, allocations and working funds-____-.--._- aaaleoed 7, 065, 364 3, 772, 265 ee sa 
Trust fund: Expenses, foreign students—for expenses under 
point 4 training grants awarded to 2 Chilean nationals-_-_-___- AID Disa chtidiceleminiec Ta herciacwedenain 
Obligations under reimbursements from governmental and 
other sources: Salaries and expemses_..-.......-..---------.-- 107, 600 | 87, 600 87, 600 





Total, obligations under allotments and other funds - - -- 7, 887, 566 | 5, 156, 490 1, 484, 225 


GENERAL STATEMENT 


Mr. MarsHatu. Dr. Butz, do you have a general statement you 
wish to present to the committee at this time? 

Dr. Butz. Yes, Mr. Chairman, a brief general statement which I 
should like to make. 


FUNCTIONS OF FOREIGN AGRICULTURAL SERVICE 


The Foreign Agricultural Service was established in recognition of 
the importance to United States farmers and to our entire economy 
of maintaining a high level of agricultural exports. It is designed to 
render prompt, effective service in promoting American agricultural 
interests overseas. Its efforts during the last year have been directed 
primarily toward regaining the foreign markets which had declined 
in recent years. I am happy to report that this agency, which was 
approved November 12, 1953, is now well established and functioning. 
It has been organized and staffed for meeting its responsibilities with 
respect to development of foreign markets for United States farm 
products and the disposal of surplus commodities abroad, for repre- 
senting United States agriculture in foreign countries, and for carryilg 
on the traditional foreign agricultural reporting and analysis functions. 
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TRADE MISSIONS 


In planning our market development and surplus disposal activities, 
we have found invaluable the impressions and recommendations of 
members of the agricultural trade missions and others who last year 
studied market possibilities firsthand in Europe, Asia, and Latin 
{merica. Our marketing specialists and agricultural attachés are 
following up leads suggested by these groups, along with other avenues 
which offer good prospects of contributing to increased acceptability 
in export of our farm products. 


EXPORTS OF MOST COMMODITIES INCREASING 


The value of exports of agricultural commodities decreased about 
30 percent from the fiscal year 1951-52 to 1952-53. The value of such 
exports in 1953-54 was up 4 percent over the previous year. Through 
the combined efforts of Government and private industry, it now ap- 
pears that the value of farm exports for the current fiscal year may be 
as much as 10 percent above the preceding year. This reversing of the 
downward farm export trend has been accomplished, notwithstanding 
the fact that in 1948 60 percent of our exports were financed through 
foreign grants in aid, while in the past year only 15 percent were so 
financed. With full cooperation between Government and the agri- 
cultural industry, substantial progress has been made and will con- 
tinue to be made in increasing our exports of United States farm 
commodities. 


MARKET DEVELOPMENT AND SURPLUS DISPOSAL 


Our efforts in working with industry to maintain and increase our 
exports have two distinctly different phases. The first is the long- 
range development of markets for United States farm products. 
The second phase, which we hope represents a short-range problem, 
is the disposition of surplus agricultural products, a substantial part 
of which is owned by the Government or comes under the price- 
support program. Our efforts on both of these activities are being 
financed largely by an allotment of $1,100,000 from section 32 funds. 
An increase of $100,000 in this item will be required in 1956 to put 
the operations on a full-year basis. 


DEVELOPMENT OF MARKETS 


In our efforts to develop markets abroad we are working with 
governments and importers in foreign countries and with farmers, 
exporters and others in the United States. For successful market 
development we must meet the competition in that specific market. 
This means determining consumer preferences, planning consumer- 
education programs, producing the type of commodities wanted by 
other countries, improvement of quality by establishing and main- 
taming grade and quality standards that will meet foreign-trade 
preferences, and assuring timely deliveries at competitive prices. 
Our commodity-marketing specialists are devoting the major portion 
of their time to this market-development activity, and they are 
maintaining close contact with interested groups in the United States. 
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Studies of foreign production which competes with United Stajo 
production are being pursued with the use of funds provided by thp 
appropriation for salary and expenses, in order that proper adjus. 
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SURPLUS DISPOSAL. 


Commodities in excess supply are being moved into foreign markeis 
in several ways: by selling them for dollars wherever possible and by 
selling them for foreign currency where dollar sales are not possible: 
by bartering them for strategic materials or for goods required in the 
foreign assistance program or offshore construction; and by providing 
them for emergency relief. The authority for these activities was 
substantially broadened in Public Law 480 of the 83d Congress, 
Under Executive Order 10560, primary responsibility for sales for 
foreign currency under title I of Public Law 480 was assigned to the 
Department of Agriculture. While we do not expect to accomplish 
miracles through that law and related programs, we are making real 
progress in implementing this program. It is reasonable to expect 
that substantial progress can be made over the next 2 years in dis 
posing of large quantities of our surplus products in other countries 
under Public Law 480. Purchase authorizations are now being 
issued under agreements with foreign governments, and buying and 
shipping of commodities are under way. Programs negotiated or 
under negotiation total approximately $453 nition in CCC invest 
ment, against the $700 million for which appropriations are authorized 
for a 3-year period under title I of the law. The Foreign Agriculturl 
Service has the primary responsibility for developing programs unde 
this authority and arranging for their implementation. In developingf pro 
these programs, FAS has able support from its agricultural attaché 2p] 
as a as from its marketing specialists, commodity and countryg att 
analysts, and monetary experts. Its 

In] 
COOPERATION WITH TRADE GROUPS elf 
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If we are to maintain and increase our exports of farm commodities, ™ tio: 
interested trade groups must carry a major share of the effort. [ts HH de 
our continuing purpose to cooperate fully with these groups, lending & inf 
appropriate support and finding ways in which their efforts may be far 
most fruitful. This requires the closest of cooperation and full inter- ' 
change of information between the trade groups and those in this sal; 
Department responsible for foreign market development. Sub-¥% Th 
stantial progress is being made in this cooperative effort, and them of 
results will be increasingly reflected in our sales abroad. pel 
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The Foreign Agricultural Service has responsibility for matte 
relating to import controls and their administration, providing coll 
modity and trade information, and representing United States agt: 
culture in connection with international organizations and in col-™® act 
ferences pertaining to trade agreements. It is also providing tech J op 
nical support services and training activities, and coordinating Depart ™ ice 
ment participation in the FOA program of technical assistance with I inc 
funds provided by that Agency. 
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AGRICULTURAL ATTACHES 


The recent Congress, in Public Law 690, authorized the Secretary 
of Agriculture to employ agricultural attachés and to assign them to 
our Embassies in other countries. This action returned to the 
Department of Agriculture a function that had been first given it by 
an act of Congress in 1930, and that had been transferred to the 
Department of State by Executive order in 1939. In cooperation with 
ithe Department of State, we have taken the necessar v steps to acquire 
personnel and develop working arrangements. These actions have 
been so arranged as to cause minimum ‘disruption to the work of both 
Departments. In general, the State Department is to provide admin- 
istrative support at foreign posts. The work of the attachés and 
their staffs, as employees of the Department of Agriculture, is directed 
by the Secretary of Agriculture through the Foreign Agricultural 
Service, and is coordinated by the Chiefs of Mission with the work 
of other officers stationed at the embassies. In this way the attachés 
and their staffs are an integral part of the Embassy family under the 
Department of State, but their agricultural activities are under the 
direction of the Department of Agriculture. 


NEED FOR ADEQUATE REPRESENTATION 


The need is apparent for adequate representation of United States 
agriculture at strategic points abroad. Under the recent legislative 
authorization, the attachés are to aid in developing farm-commodity 
markets in other countries, in disposal of surplus agricultural com- 
modities, and in obtaining information that is needed by farmers, 
processors, exporters, and distributors in the United States in making 
appropriate and necessary adjustments in their operations. The 
attaché system is thus faced with a double task: continuing many of 
its old reporting responsibilities and meeting its new responsibilities 
in market development and surplus disposal. To discharge this task 
effectively the Department should place attachés in certain countries 
not now covered and should strengthen some existing posts. Addi- 
tional posts are necessary to provide a more complete service in 
leveloping markets for U nited States products and obtaining needed 
information from countries that compete with the United States in 
farm production or that have strategic significance to the United States. 

The agricultural attaché activity is financed entirely from the 
salary and expense appropriation to the Foreign Agricultural Service. 
The $1,400,000 made available to us by transfer from the Department 
of State for the support of the agricultural attaché activity for the 
period September 1 to the end of the 1955 fiscal year, permit no 
expansion in posts. The only increase requested in the appropriation 
to the Service for the 1956 fiscal year is for the agricultural attaché 
activities. 

1956 BUDGET INCREASE 


The budget before you provides an increase of $850,000 for attaché 
activities. This increase is required to carry out our present level of 
operations for the full year and to provide necessary increased serv- 
lees. It is proposed that the agricultural attachés and assistants be 
increased from 55 to 81 to provide coverage at additional points and 
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to strengthen the work at a few existing points. Five additions 
United States secretaries and 45 local secretaries and local assistants 
would be added. A limited increase in transportation funds is aly 
provided. ‘These additional posts are requested so that we may hay 
a representative in the countries in which there appears to be th 
possibility of developing markets for United States products and jy 
those countries who are or may be our major competitors. The jp. 
crease which is before you for consideration has been carefully de. 
veloped with a view to attaining the objectives set forth for agricul. 
tural attachés in Public Law 690. We will be glad to answer ques. 
tions you may have. 

Mr. Chairman, this concludes our formal statement. If you would 
wish, now or at some time later, we have certain information sun. 
marized on charts, dealing with our comparative level of exports, and 
also dealing with the way in which we plan to place agricultural 
attachés. At your pleasure, we shall be glad to:-have our staff member 
discuss those with your committee. 

Mr. MarsHa.u. We shall be glad to have that done. I am wo- 
dering, though, whether at this time you have a general statement, 
Mr. Lodwick. 

Mr. Lopwick. No, I do not. It is all contained in Dr. Buty’ 
statement. 

Mr. MarsuHatui. Then we shall proceed. 


AGRICULTURAL Export SITUATION 


Dr. Butz. I think it will first be appropriate to have Mr. Bur 
meister, who is Assistant Administrator for Market Development, 
of the Foreign Agricultural Service, summarize for the benefit of the 
committee the charts on the agricultural export situation. 

Mr. MarsHa.u. Without objection, I think we should insert this 
chart. 

(The chart referred to follows:) 
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Mr. Burmerster. On this chart we show the total of agricultury 
exports, for each of the last 3 years, so that we may see where we ay 
from month to month. 

I should like to call your attention to the fact that 1952-53 marks 
a sharp reduction from the previous year and hits a low point 9 
about $2.8 billion. We had some recovery in 1953-54 of about 4 
percent to $2.9 billion. For the current year 1954—55—July to June~ 
we estimate, on a basis of the actual exports to date, in comparison 
with 1953-54, and other information that we will reach somewhere in 
the region of $3.250 billion. 

Through January 1955, exports were something like 9 percent ahead 
of last year, $1.819 billion worth, as against $1.670 billion in 1953-54. 
That is the general export picture. 

I might say that some of the factors entering into this “high” are, 
a general improvement in the economic situation in some of our major 
markets, particularly in Europe; some liberalization of trade by certain 
of the countries; some decline in their own crop production situation 
and a gradual working down of stocks that had accumulated several 
years ago. The customers are coming back into the United States 
market. 

Another factor which has had a great influence, I think, is that we 
have gotten our price structure, as far as exports are concerned, more 
in line with world prices, so that we are more competitive, now, than 
we have been in the past couple of years. 

Now, I will just take another few minutes to discuss the situation by 
commodities. These are cumulative figures, month by month; in 
other words, from July through January, we exported $433 million 
worth of cotton, in comparison with $298 million worth in the previous 
year. That comes about largely from the fact that textile operations 
have speeded up a lot in Europe. Our greatest increase in cotton 
exports have gone to Canada and Europe, particularly to the United 
Kingdom, Western Germany, and Italy, where textile operations have 
expanded, and where they have worked off their stocks that they had 
accumulated in the earlier period; and the price of foreign cotton rose 
somewhat in relation to ours, so that we are now more competitive 
than we were a year ago; so our cotton exports are moving very well, 
and we expect to export somewhere in the neighborhood of 4% million 
bales this year—maybe 25 percent more than last vear. 

A somewhat similar situation prevails with respect to tobacco, 
although there is not quite so large a gain, as you note—$230 million 
worth through January 1955 as compared to $222 million the previous 
year. 

One of the things that resulted in the increased sale of tobacco is au 
increased taking in the United Kingdom—one of our bigger tobacco 
markets—while in Western Germany our exports have declined 
somewhat. In the case of grains, we are still running behind the 
previous year—$471 million against $549 million worth—due to the 
decline in our exports of rice, principally to Cuba, Japan, and Korea; 
all 3 of those countries having better crops this past season than i 
the year before. Also, our corn exports have declined, but our wheat 
exports are moving ahead, running about 20 percent ahead of last 
year, and going principally to Europe, where they had a rather 
unfavorable harvest, both from the standpoint of quantity and from 
the standpoint of quality. A large portion of their wheat is not of 
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breadmaking quality, so that they are coming back into this market, 
now, for wheat. We expect that this will continue the gain on last 
year, as We get into some of the operations of Public Law 480, because 
many of our agreements under that law include wheat. 

In the case of fats and oils, we have made tremendous gains this 
vear——$206 million worth as against $119 million last year—and it is 
a fairly general increase across the board. We have a tremendous 
increase In our exports of cottonseed oil; and, by the way, this includes 
oil seeds, too. 

Our export of soybeans is going ahead very fast. The foreign 
demand for soybeans is strong this year. Exports of tallow and 
sreases for soapmaking are also very strong, because of the general 
pickup in the demand for fats and oils, mostly in Europe. Part of 
that, | believe, is due to the fact that Europe is not now getting as 
large a quantity of soybeans from Manchuria or Red China as they 
have in the past; and then there has been a gradual decline in stocks 
which were accumulated several years ago; so that we have had a 
very active demand for all kinds of fats and oils, particularly in 
Europe. 

Mr. MarsHatut. Would you care to comment on lard? 

Mr. Burmetster. Lard is moving ahead, too. We have had some 
dificulty with lard, but it is moving along very well. We had some 
dificulty in Germany over some quality problems, but we are work- 
ing that out. We expect to get that straightened out fairly soon. 

Under the heading of ‘Fruits and vegetables,’ that is primarily 
fruits and vegetables going to Canada. There has been a tremend- 
ous improvement in the economic conditions in Canada over the last 
few years, and that is continuing this year. As their economic situa- 
tion improves, they buy more fruits and vegetables from us, here in 
the United States, particularly citrus fruits; and I even noticed, last 
year, we sold them a lot of apples, at times when they were out of 
apples. And, of course, as far as our winter vegetables are con- 
cerned Canada is the important market. Also, Europe has been tak- 
ing more fruits. There has been some slight liberalization of the 
trade, there, but not as much as we would like to have; but we are 
working on that. 

There is some improvement in the exports of livestock, and products, 
some of which are relief gifts of dry skimmed milk and butter. There 
has been a pickup in sales of meat to the United Kingdom, but a 
decline in sales to Greece and in some of the meat products to Western 
Germany. 

Now we come to the fact that exports of all commodities through 
January add up to $1.819 billion as against $1.669 billion in 1953-54; 
and, as I said at the beginning, we expect to get up to around $3.25 
billion worth for the year as against about $2.930 billion last year. 

I believe that concludes my statement. I thank you, sir. 


AGRICULTURAL ATTACHES 


_ Dr. Burz. This is Mr. Fred J. Rossiter, who is Assistant Admin- 
istrator, Foreign Service and Agricultural Analysis of the Foreign 
Agricultural Service. He is in charge of our agricultural attaché 
program, and he will inform the committee briefly about our plans 
lor the placement of agricultural attachés. 
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Mr. MarsHatu. We shall be glad to hear from him at this time. 

Mr. Rossiter. Mr. Chairman, this is a map showing the distriby. 
tion of the agricultural attachés. The current distribution is show) 
in black and the proposed increase for the 1956 fiscal year is shown iy 
red. As Mr. Butz indicated, we are asking for an increase of 2 
agricultural attachés for 1956. 

Mr. MarsHAuu. Are you discontinuing any positions? 

Mr. Rossiter. We have discontinued two posts during the current 
year, in order to provide more adequate funds for those already 
existing. . 

POSTS AND POSITIONS 


Mr. MarsHa.t. In order that our record may be clear, would you 
place in the record the posts that you have, and where you intend to 
place posts? 

Mr. Rossirer. Yes. We have a table that we can place in the 
record, Mr. Chairman; and we shall be very glad to do that. 

(The information requested follows:) 


U. S. Department of Agriculture, Foreign Agricultural Service—Attaché staffing 
pattern (American professional staff), fiscal year 1955 and proposed fiscal year 
1956 


























Positions 
| 
Country Beet Fiscal | Proposed| 
year | change, | Total 
1955 1956 | 
TE 5 hnck te tebe wniedkivniges SE tuk didnacuesdpeeetanpinyote 0 1 l 
PMT TL AL A ae Oe ED fan 5. lap eckasareea 2 1 3 
PR inc fil dn <etcnisnsn b cdg dhs cytes NG 3 drs 8. 5h id5dd5~ced1550-0~ 1 1 | 2 
tel aka aee cia datag es aion eae Ts Sen ark oar i aie DS 0 1 ] 
Peet Doki ailiciot J5. ok. aNd OD hla lank doutcceacks bes 1 0 l 
DUNE 375) so) 26s nance aaa geacmcne BD CP PIO onc che cceadccenass 2 1 3 
De othe Sonn lineieee a icin a Seema eo S&o Paulo-.------ ae 1 0 ] 
British East Africa .-| Nairobi. .--- | 0 1 | 1 
Burma... Rangoon. --- -| 1 | 0 l 
Canada_- - Ottawa. .-...-- 1 | 1 | 2 
Ceylon.-- Colombo.. ------ 0 1 | 1 
Ce tense Santiago- --.--- 1 |} 0 l 
Colombia - - SD, 4 Sdn dea cdé 1 | 0 | 1 
Costa Rica Ce dinaaieh ane ied San Jose... ---- feet 1 1 2 
as i a eal cnt nla aA a sacl ca 2 0 2 
Ee Copenhagen 1 | 0 
Dominican Republic. ---..--..-.-.----- SENET BRUEMMO sonic cecnas-cunees 1 | 0 
ET . oc thdan bbieobecpatedeesdad~oe NS ome Sts Diy eb jo. Jetty 0 | 1 
i cthtinendicebanddeentighinenede ¢ugi RE Bie oO cee Ve iti baru chee aaah 1 | 1 | 
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Bib tb6b6Rssb bb Se dddeusbiaiee tes OST) _* eS SE ESET STS Gare & 2 0 | 
Tai siesta wns ct a acon Riatelohaaapasibacan nailed irae i lal au 0 
hte a bte ka nn eetlded al ddhmanatiie RIE co bee da sévecdateloscceed 1 0 
PE 0 king nct vores capennalions ts OS ES eae er ae 1 1 
sik ieee Sueno cmbieae ae ene ns abcndbes=4a060 4466K6s 1 0 
| RE II Aenaaioemaea aia li Ee MEE Sg pus 0 1 
NT ike a kchine’e Snide wired oetchude eek ahaa Mite eet eee 1 0 
I pion nc-y-gllenmintnn sega eee eae eee Ee iiakiht lab ibaa bth th ids ccnp 3 | 0 
PRG ncidintcncheuscestaduncaeateendl Ee kiicnnedendcdschiwnsscbiiusde 2 | 1 
PR ingeuercanppatnnonps ansnedetotint ST ee eee re 0 | 1 
BI Ga. .ckkeeeuodbdodancssndudiebeen ED aut we ckdaochubuwtiddvdnes dee | 1 0 
DLL. ceddis = Chg cca pekelaoneteeea DOAN cs devin tnahiqnansss aptdipet 2 0 
I eee Soe eed The Hague__._- eae naaeadab nian 1 0 
BOW NINE anid bid tb oede cebbewos WY CIS. chi od oth dance sdb 1! 0 





1] man in Austria and 2 men in Germany are paid in fiscal year 1955 from appropriation “Government 
in occupied areas, State.” The costs for the attaché program at these posts in fiscal year 1956 are include 
in the estimate for ‘‘Salaries and expenses, Foreign Agricultural Service.” 
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S. Department of Agriculture, Foreign Agricultural Service 
yattern (American professional staff), fiscal year 1955 and proposed fiscal year 


1956—Continued 





Country 


Fiscal 
year 


Alte. hé ste ffin g 


Positions 


Proposed 
change, Total 


1956 





casa beads cknadnal ans ces 
Peru... ; I ee meee 
EN a thc eked Oman as cuca 
Portugal. ...---- Lisbon 
| Madrid 
| Stockholm 


Syria.__- | Damascus. -.---- 
iat cavenantosasweececuncn}, Se. 

Turkey --.-- Ankara ; 
Union of South Africa.......-....-.---- eS 
Uruguay - | Montevideo 
Venezuela-.--- 

Yugoslavia alaatneade Belgrade -_--- 


TONES a ka othe — enh aa al ee tei a lanes meme ageatmans 


Mr. Rossirer. About 30 months ago there were about 78 agri- 
cultural officers abroad, reporting on agriculture for us; but with the 
cut of State Department appropriations in the past 2 years, we had a 
reduction of more than 20 agricultural officers. We are asking for a 
total of 81 for 1956. 

When the State Department had this work, we used to argue that 
we needed 100 agricultural officers. But if we have adequate travel 
and adequate local help, we feel that 81 could possibly do the work 
at the present time. 

You will note there are a few in Asia, a few in Latin America, some 
in Africa, and quite a large group in Europe. There are two principal 
reasons for asking for the increase. One is, to be of assistance in 
market development, and the other is to learn more about competition. 


MAJOR MARKETS FOR UNITED STATES AGRICULTURAL COMMODITIES 
IN 1953 


We have some other charts to indicate the importance of various 
countries to American agriculture. This shows the major markets for 
United States agricultural commodities. Can you see it? 

Dr. Burz. Yes. 

Mr. Rossiter. These are the major markets for United States agri- 
cultural commodities for the calendar year 1953. You will notice 
Japan is the most important market for agricultural exports from the 
United States. 

_ Mr. Marsuatt. If there is no objection, this chart will be placed 
in the record. 

Mr. Rossirer. Thank you, Mr. Chairman. 

(The chart referred to follows:) 
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EXPORTS TO JAPAN 


oii Mr. Deanr. Mr. Chairman, may I interpose. Within recent days 
| have been interested in the exports to Japan. I think it would be 
significant if you could provide for the record what we are selling to 
Japan. 

Mr. Rossirer. Mr. Congressman, Japan has been the No. 1 market 
for United States cotton exports. 

Mr. Deane. Not necessarily cotton, but all others. 

Mr. RossirErR. In addition, Japan has been our No. 1 market for 
United States rice, wheat, soybeans, and tallow. Those are the five 
things on which Japan is first in taking from this country. We will be 
clad to supply additional information, if you desire. 

' Mr. Deane. I think a full statement on the economic status of 
Japan, and the fact that it does have dollars with which to buy Ameri- 
can products, would be very helpful. 

Please indicate in detail a full review of the increasing volume of 
exports to Japan as well as prospects for the future. 

Mr. Rosstrer. We would be glad to do that, Mr. Congressman. 

(The information requested follows:) 


ARS 
+00 | 


JAPAN 


Japan has a total land area of 91 million acres and only about 15 million acres 
are cultivable. However, a third of this area is double-cropped, so on an annual 
crop basis the area approximates 20 million acres. Agriculture is intensive and 
excellent farming practices are observed. Yields are high and production of 
food from the crop area satisfies approximately 80 percent of the food requirements 
of Japan’s 88 million people. Japan has about 6 million farms, averaging 2% 
acres each. The farm population is about 45 percent of the total. Japan is 
highly industrialized and is the major workshop of Asia. Her level of living is 
greatly dependent on the export trade. Her total foreign trade since 1951 has 
been running about $3.2 billion annually, of which the United States has been 
enjoying nearly a third. Japanese imports in 1954 are estimated at $2.4 billion 
and exports at $1.6 billion. 

Since Japanese imports have greatly exceeded exports in recent years, it has 
only been possible to balance her foreign accounts by large dollar receipts from 
the United States for emergency procurement, facilities and services for the 
military headquartered in Japan, and expenditures in Japan of dollars by American 
military personnel. Dollar earnings from these sources have been running about 
5700 million annually in recent years but are now declining. Japan’s gold and 
foreign assets are currently running between $700 and $800 million, having 
declined from over a billion in 1952. 

Since 1951 Japan has been the world’s largest importer of United States agri- 
cultural products. United States exports to Japan of such products have been 
averaging around $400 million annually. Japan’s major import requirements of 
food and fiber are now on the following order in short tons: Rice, 1 million; 
wheat, 24% million; barley, 800,000; soybeans, 600,000; cotton, 2 million bales. 
ras Japan also imports substantial quantities of inedible tallows, undressed hides 
snd skins, leaf tobacco, and dairy products. The United States supplies about a 
third of the rice, half of the wheat, 40 percent of the barley, nearly 100 percent of 
the soybeans, half of the cotton, and substantial quantities of other agricultural 
imports. 

Japan presently is industrialized to the extent that only 20 percent of the 
uational income now comes from agriculture. The expansion of industrialization 
is likely to continue indefinitely and this will have the effect of increasing import 
requirements for agricultural products. 

Fcllowing the termination of World War II, Japan lost the principal sources of 
her supply of food grains, namely Korea, Formosa, and Manchuria. Ip addition 
she lost large markets for her export products. Since the peace treaty with 
Japan took effect in April 1952, she has been endeavoring to modernize her iron, 
steel, electric power, and coal production facilities so as to permit her to expand 
exports. This has been difficult. The primary world trade objective of Japan 
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is to build up exports of iron and steel products, machinery and equipment, heay, 
chemicals, textiles, and other products to a volume sufficient to cover her imports 
of essential foods and raw materials. 


TABLE 1.—Major imports of agricultural commodities into Japan, total and frp 
the United States, annual 1951-53 , 


[In 1,000 short tons except cotton in 1,000 bales of 480 pounds] 














Total imports | Imports from United States 
Commodity } ] 
| 1951 | 
sical cilia tical Mia rt tian | 
Rice (milled) . .....--- 983 
ee 1, 806 | 
Sane. 1, 030 | 5 
PIO: 6o es ccnantcciscecn cheese aneete 342 | 184 | rn 
NR FS Site eisai ek ek 610 | 874) (1) | 6 | 20| ( 
| 980 | 2, 130 822 | 956 64] 





1 Not available. 
OTHER IMPORTANT EXPORT MARKETS 


Mr. Rossrrrer. The next most important market for United States 
agricultural commodities in 1953 was the United Kingdom; the third 
was Canada; the fourth was West Germany; and for each of these 4 
countries, we are asking 1 additional man for 1956. The next in 
order are Cuba, Netherlands, and France. France is not only a 
important market for our commodities, but is also an important agr- 
cultural exporter. We have two positions there—an agricultural 
attaché and an assistant; and we need another man. 


DUTIES OF AGRICULTURAL ATTACHES 


Mr. Deanre. Would you mind describing the duties of an agri- 
cultural attaché? Where is his desk in the Embassy? How does he 
function—and something in detail about what he actually does? 

Mr. Rossrrer. The agricultural attaché in Japan is under the 
Ambassador, and works closely with the economic counselor on 
economic problems for the country. It is the duty of the agricultural 
attaché to keep in touch with the key government people, discussing 
with them such matters as their agricultural programs, their agr- 
cultural imports, and the advantages of obtaining American cotton, 
American wheat, or American soybeans. 

Mr. Deane. Do they speak Japanese? 

Mr. Rosstrrer. No; they do not speak Japanese. The third man 
may possibly be a Japanese-American citizen, say from California, 
who has graduated in agricultural economics or marketing, from the 
State university who will be able to speak Japanese. They have i 
the agricultural attaché’s office two Japanese boys who are clerks. 
They read the Japanese press, translate and tell the attaché what the 
Japanese press is saying about the agricultural problem. 

Mr. Deane. That is to differentiate all of our programs? 

Mr. Rossiter. We recognize that as a major problem in most 
countries. A good many of our agricultural attachés do speak the 
languages of the countries they are assigned to. Japanese is 10! 
easy to learn, Mr. Congressman. 

Mr. Deane. I should not think so. 
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nt, hear UNITED STATES PARTICIPATION IN TRADE FAIRS 
oT Imports 
I was reading something about trade fairs. Does that fall within 
the jurisdiction of those departments now? 
Mr. Rossiter. Mr. Lodwick is closer to the trade fairs than I am. 
The attachés would certainly be reporting if there is to be an agri- 
—_ BB ultural fair; and if we were to send anyone out, he would be working 
ited State AE through the agricultural attaché. The agricultural attaché knows all 
~— the local contacts. If a program on American cotton, is set up, or 
dairy products, and the like at an agricultural fair, or an international 
~~ fair—the agricultural attaché will have a very important part, working 
“MM in that country. 
Mr. Deane. Has that program been inspired by these men, or by 
the State Department? 
i Mr. Lopwicx. It has been inspired by these men and men in the 
~—— $B Department, here. It received an impetus through the new law, 
Public Law 480; but we participated in these, prior to this time, 
through the activities of the agricultural attaché. 
Mr. Rossrrer. There have been no funds with which to assist. 
| States Mr. Lopwicx. No. 
1e third Mr. Rossiter. It would only be to encourage commercial firms in 
these {fm this country to participate. As Mr. Lodwick indicated, through 
next inf Public Law 480 it may be possible for the Government to use some 
nly ang funds to encourage United States participation in these international 
nt agri. fairs. : 
ultural Mr. Lopwicx. For illustration, right now, Mr. Congressman, 
we are working on a fair in France. ‘The major impetus in that case 
is with respect to United States cotton. We are proposing that we 
shall use our foreign currencies to lease the space, and the industries 
will furnish the exhibit. We are working closely with the Depart- 
: agri- # ment of Commerce in that respect. 
oes he 


ANd fro» 


3? USE OF REVENUES FROM AGRICULTURAL TRADE DEVELOPMENT AND 
er the ASSISTANCE ACT FOR MILITARY HOUSING ABROAD 

lor on 

altural Mr. Deane. As I understand Public Law 480, it depends on the 


ussing fa Commodity Credit Corporation for its sources of revenue, and then 
r agri- provides for the replacement of them. 
‘otton. Mr. Lopwicx. That is correct. 
Mr. Deane. How much credit is involved in that—the dollar 
amount? 
d man Mr. Lopwick. $700 million. The Congress told us we could use 
fornia, fm 90 million, and take 3 years to do the job, if we needed it. Actually 
m the @™ the funds will not last that long. 
ave il Mr. Deane. What was the law, Mr. Butz, that was involved in this 
clerks. MM bill, somewhat along the same line, which the House passed, which 
at the M™ Called for $75 million, and then, when sent to conference, it was reduced 
to $25 million, to draw on Commodity Credit, with the idea primarily 
of developing housing. I am advised that an agency within the 
most { Department of Agriculture is supposed to be “riding herd’’ on this 
k the HH Project; there are defense people, State Department, Foreign Opera- 
is not #™ “ons, and a few others within the policy group. Does that fall 
within your jurisdiction? 
Dr. Butz. I am not familiar with it. 
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Mr. Lopwick. I believe you are speaking of a law passed “in {ly 
very last days of the last Congress authorizing $25 million for military 
housing. We have been working with the Defense Department t) 
get it carried out. 

Mr. Duan. May I interpose. From my own personal knowledy: 
I know that our military in France are faced with a serious situation 
so far as housing for our military is concerned. 

There appears to be much difficulty in getting this program fune. 


tioning. Since the main responsibility rests within the Departmen 


of Agriculture I feel that the Department must assume the criticism 
for the slowness of getting the program under way. Our great surplus 
commodities stand to benefit if you can give a “shot in the arm” to 
sue send that this program involving $25 million gets on the good 
road. 

Mr. Lopwicx. We have been working on those programs since 
September, with the Department of Defense. The present “road- 
block” is that we have no local currencies, at present, with the French 
or British, for that purpose. We haven’t concluded our deal with 
the United Kingdom. We were warned in the very beginning by the 


United Kingdom that they would object to any requirement that 50] 


percent of our sales had to be shipped in American bottoms. This 
continues to be a problem so that, as of today, we have no pro- 
gram in the United Kingdom to generate pounds sterling, which we 
were going to use for housing, under this $25 million appropriation 
item. 

We have considered 3 or 4 different proposals of private individuals, 
having to do with the construction and financing of housing in France, 
but so far, neither Defense nor ourselves have been satisfied with it. 
The real reason for our dissatisfaction is, we have no franes and will 
not have until we conclude a deal with France. It is in negotiation, 
but I don’t want to say it looks big, in comparison to FOA. As | 
recall it, there was $100 million in cotton involved in the FOA trans- 
action, whereas ours is now about $5 million. 

Mr. Deane. It would be unilateral within the Government agencies; 
would it not? 

Mr. Lopwick. Yes. 

Mr. Deane. It would seem to me that the activities of eight agen- 
cies are involved and I can appreciate some of your problems. 

Mr. Lopwick. There has been no slowing up because of any differ- 
ences in the agencies. There is no difference between the Department 
of Defense and ourselves, and we are the two primarily interested. 

Mr. Deane. What I am really fighting for is to see how best to get 
a dollar’s worth of surplus commodities moved into these particular 
areas, if it is at all possible, even if we might not be able to get quite 
as good a deal as we might want. We do two things: provide needed 
military housing and move out our heavy surpluses— 

Dr. Burz. Well, we have been pushing on the deal with U. K., and 
we haven’t had a reply. 
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INCREASE IN AGRICULTURAL OFFICERS ABROAD 


Mr. Rossrrer. Mr. Chairman, I was stating the reason for the in- 
crease in the agricultural officers for next year. One is to have some 
additional help in market development, and the other is to furnish 
more information on the competition with American agriculture. 


WVAJOR AGRICULTURAL EXPORTING COUNTRIES (EXCLUDING UNITED 
STATES) 1953 


This next chart shows the major agricultural exporting countries, 
the value of the agricultural exports of the various countries in the 
world, excluding the United States. 

For example, Brazil is at the head of the list in total value of agri- 
cultural exports, outside of the United States. 

Mr. MarsHa.u. If there is no objection, this will be placed in the 
record. 

(The chart referred to follows:) 
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Mr. MARSHALL. Proceed. 

\{fr. Rossirer. Thank you, Mr. Chairman. Brazil, first, is the 
major exporter of coffee, but it is also an exporter of cotton, and our 
major competitor in world cotton markets. In addition, Brazil also 
exports some rice and some very excellent vegetable oils; and Brazil 
isa very large country. 

We have three officers there now. We are asking for a fourth one. 
We used to have a total of five. 

Australia is the next largest exporter of agricultural commodities. 
Australia exports agricultural commodities in which we are inter- 
ested—wheat, meat, wool, and dairy products. Argentina comes next 
to it. We are asking to place an additional man in each of these 
countries, now. Argentina, of course, exports wheat, meat, wool, 
vegetable oils, linseed and many other commodities, cotton as well. 

In Canada we are asking an increase in the staff to 2 people, 1 addi- 
tional for next year. 

We have never had an agricultural officer in west Africa. We have 
been asking for a man to be stationed in that area, to cover the West 
Coast of Africa, because it is a tremendous exporter of agricultural 
commodities. It is also an importer of certain agricultural com- 
modities from the United States, such as wheat and flour. West Africa 
is very important as an exporter of vegetable oils. It is also an exporter 
of rice and many other commodities. We have a real interest in this 
country. v 

France is importing many items, including wheat. 

In New Zealand, we have one man. There are no increases there. 
Ireland, one man, no increases. We are asking for an increase of one 
man in Indonesia. We have never had a man stationed in north 
Africa. North Africa is important as an exporter of wheat, barley, 
citrus, and olive oil. 

Mr. ANDERSEN. We might assume that west Africa and north 
Africa will become more of an export section than previously, will 
they not? 

Mr. Rossiter. That is correct. 

Mr. ANDERSEN. There is a lot of undeveloped country, there. 

Mr. Rossitrer. West Africa, north Africa, and east Africa—we are 
proposing to put a man in each of those areas in 1956. We have had 
no men in those areas. Men in those areas will cover a rather wide 
field, but should be able to tell what is going on and what might be 
expected. 

Mr. Butz. Mr. Chairman, that concludes the formal presentation. 
If you or other members of the committee have any questions, we will 
be very happy to answer them. 


MILITARY HOUSING IN FRANCE 


Mr. Deans. How do you propose to implement this program in 
France? 

Mr. Lopwicx. That one should be closed within the next 2 or 3 
weeks. 

Mr. Deane. In terms of dollars, what would it represent? 

Mr. Lopwicx. About $5 million. 

Mr. Deane. That would build a lot of housing. It will help more 
than anything I know to encourage the reenlistment of our airmen. 
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All our armed services are greatly concerned with reenlistments qn) 
one of the great problems involves the lack of housing. 
That is all on that subject, Mr. Chairman. 

Mr. Lopwick. We had a similar deal on housing in Spain. 


COMPETITIVE SALES TO DEVELOP FOREIGN MARKETS 


Mr. Marsuautu. Dr. Butz, I was intrigued with your statement. 
talking about the development of markets. I note that in thre 
instances, in your statement on this program, you point out that we 
must meet the competition in the world markets, so that we must 
make timely deliveries at competitive prices, and meet the competi- 
tive situations for our products. I also note that, on February 2, 
based on the record from the Commodity Divisions, you state: 

Commodities which have not been offered for export sale on a competitive-bid 
basis, cotton upland, cotton linters; cheese, milk, corn, rice, resin, turpentine, 
olive oil, tung oil, tobacco, and wool. 

We have had considerable discussion with the Department over 
some of these items. 

I have noticed in the morning paper that you had obtained approval 
from the White House to offer 10 million pounds of butter in the 
world market at a competitive price. Is that correct? 

Dr. Butz. Yes, sir. We have had that approval for approximately 
1 month, now. We have, on succeeding Monday mornings, for ap- 
proximately a month, received offers on that butter deal. So far, 
we have accepted offers on something like 125,000 pounds. We have 
not yet received offers that we felt were acceptable, for the full 10 
million pounds. 


SUBSIDIES PAID BY OTHER EXPORTING COUNTRIES 


Mr. MarsHatyi. When you were before this committee earlier, we 
were talking in terms of subsidies, and the fact that a number of 
exporting countries pay subsidies on their commodities. When you 
were before us at that time, you gave us a statement concerning the 
export subsidies paid by countries which export cotton, tobacco, 
fruits, citrus fruits, fresh apples, raisins, canned fruits, wheat, corn, 
rice, fats and oils, and dairy products. Could that information be 
brought up to date and submitted for the record? 

Dr. Burz. Yes, that can be brought up to date. 

(The material referred to follows:) 


SUBSIDIES PAID ON CERTAIN EXPORTED AGRICULTURAL COMMODITIES IN SELECTED 
CouUNTRIES 


COTTON 


Argentina: No announced subsidy is in effect but it is understood that from 
time to time exporters are granted special advantageous currency exchange rates 
when necessary to move commodities into export. 

Brazil: By November 1, 1954, the Bank of Brazil had disposed of practically all 
of the cotton acquired under the Government’s 1952 cotton price-support operation. 
It may be of interest to note that in a recent report on this price-support program 
the Government of Brazil indicated an ‘‘apparent’’ loss on this operation which, if 
converted at the official rate of exchange, would be the equivalent of about $75 
million. In recent months there have been some Ministry of Finance decrees 
which have, in effect, devalued the Brazilian currency and today the effective 
official rate of exchange as regards cotton is 37 cruzeiros to 1 United States 
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iollar. If the above loss is converted on this basis the loss would be reduced to 
about $37.5 million. The present so-called export bonus as applied to cotton does 
ot appear to be particularly effective. This may to some extent be due to the 
exporters’ fear of a further devaluation of the Brazilian currency. 

Egypt: Exporters are entitled to sell in the open market to importers 75 percent 
of their foreign exchange receipts from the export of cotton. Premiums realized 
from the sale of such entitlements (currently between 5 and 10 percent, depending 
on the currency) permit the sale of cotton for export at discounts from the Egyp- 
tian Cotton Commission’s established prices. 

Pakistan: Bilateral trade agreements with various importing countries give 
Pakistani exporters assured outlets for a substantial part of the country’s export- 
able surplus. 

Turkey: Turkish export trade is facilitated by various bilateral agreements with 
importing countries. Special grants to cooperatives are reported to be made from 
time to time to assist in the movement of surpluses into export. 


TOBACCO 


Southern Rhodesia: Purchase agreements with United Kingdom and Australia 
are still in effect, guaranteeing the purchase of roughly 75 percent of the total 
Southern Rhodesian crop, as long as prices are “‘reasonable.’’ Average prices 
for 1954-crop leaf was the equivalent of 44.7 United States cents per pound. 
United States 1954 crop of flue-cured averaged 52.6 cents. Prices for top-quality 
Southern Rhodesian flue-cured leaf were above those United States grades of 
similar quality; prices for medium and low grades were below those United States 
grades of similar quality. 

Brazil: Calculation of actual or “real’’ prices in terms of foreign moneys is 
impossible, since there are several levels of foreign currency exchange rates. 
‘Real’ prices are believed to be lower than similar qualities and grades of United 
States leaf. 

India: Indian flue-cured tobacco is considerably cheaper than United States 
flue-cured, but the quality generally is much lower. Some countries in Europe 
have increased imports from India because of its lower price. A system of ad 
hoe import licenses for goods of countries guaranteeing to purchase Indian low- 
grade flue-cured is in effect. 

Madagascar: Competes with United States Maryland tobacco in French 
market. Incentive prices are maintained, based on production costs, and prices 
paid to growers for this Maryland-type leaf have increased greatly over the past 
several years. Nevertheless, French Monopoly guaranteed takings of Mada- 
gascar leaf have virtually eliminated the United States as a source of supply of 
this kind of tobacco in the French market. 

Canada: Canada, like all British Commonwealth countries, enjoys a preference 
tariff, with a difference of 21 cents per pound, in the United Kingdom market. 
Farm prices for 1954 crop leaf have been fixed at a minimum average of 42) cents 
plus 2 cents for tying and sorting). Canadian prices generally are somewhat 
lower than similar grades of United States leaf. 

Union of South Africa: Has an export bounty, permitting sales in world markets 
at less than prices for similar tobaccos grown elsewhere. 

Colombia: Has an export bonus, paid to tabacco exporters, which amounts to 
about 40 percent of the selling price. The bonus is obtained through currency 
conversion. This encourages the export of Colombian leaf, which competes 
with United States dark tobaccos in Germany, France, and other European 
countries. 

Paraguay: Exchange subsidy, tied in with minimum selling prices, has encour- 
aged export of tobacco in larger volume to Spain and France, both formerly 
important outlets for United States dark tobaccos. 

Greece and Turkey: Have compensation agreements with a number of countries 
covering the export of Greek and Turkish tobacco in exchange for other com- 
modities. ‘This method of trading obviously stimulates tobacco exports. 

Cuba: Has commercial agreements with a number of countries covering the 
exportation of Cuban tobacco. Has had some effect on United States exports 
of dark and cigar tobaccos. 

FRUIT 


The governments of most countries producing an exportable supply of fruit 
have provided assistance in one form or another to encourage’ the exports of 
fruit and fruit commodities. Also, importing countries who have an interest in 
colonial or commonwealth countries provide various restrictive measures to favor 


58682—55—pt. 3 12 





1184 


the colonial or commonwealth producing countries. A number of the importing 
countries have used the dollar shortage as an excuse to implement the issuance o; 
failure to issue import licenses for a reasonable quantity of fruit and fruit products 
produced in the United States and other dollar areas. Despite a significan: 
improvement in their dollar position, most of these countries have been slow jn 
liberalizing trade with the United States and other dollar countries. Some 
importing countries, such as France, may limit imports from other countries 
during the period when citrus shipments from Morocco are at a peak. 

Some of the exporting countries grant direct subsidies or tax rebates, lower 
domestic freight rates, special ocean freight rates, and a marketing board having 
monopolistic control of the commodities can sell at one price in the domestic 
market and at another price in the export market. 


CITRUS FRUITS 


South Africa: exceptionally low ocean freight rates made possible by long-term 
contracts entered into by the Union Government and shipping lines. Fruit is 
marketed through a marketing board which distributes all of the fruit destined 
for export. 

Tunisia, Algeria, and Morocco: Exporters permitted to retain 10 percent of the 
foreign exchange earned by exports which may be used or sold at the uncontrolled 
rate of exchange, normally about 30 percent above the official rate. Upon appli- 
cation, exporters may be granted additional retention quotas of 15 percent for 
exports to dollar areas, and 25 percent for exports to EPU. 

Israel: All sales are controlled by a citrus marketing board which usually estab- 
lishes local prices at higher levels than is true for the export prices. A large 
portion of the crop is shipped on consignment. 

Spain: Favorable exchange rates in a system of multiple exchange rates. 

Italy: Exemption from the 3 percent turnover tax on sales prices and exception 
from the turnover tax on packages. 

Turkey: Export premium payments in the 1954-55 season is as follows: 50 


percent of the value for export against free dollars; 40 percent of the value for J 


export against sterling and EPU, and 25 percent of the value for export against 
countries with which Turkey has clearing agreements. 
West Indies: Export rights handled exclusively with a citrus growers cooperative 


association. The Agricultural Credit Bank makes crop loans to the association at 7 
low interest rates. The Government provides root stock at below cost prices to 7 


expand production and a processing plant constructed with Government funds 
has been sold to the association on liberal terms. 

As of mid-January, United States fresh orange prices were at levels approxi- 
mating those of comparable varieties on the London and Rotterdam. markets, 
while United States fresh grapefruit prices were less than the levels (adjusted for 
transportation and duty) prevailing on those markets. 


DECIDUOUS FRUITS 


South Africa: The deciduous fruit board is the sole exporter of fresh apples, 
pears, and grapes. Profits from the sales are distributed to producers. It has 
not been reported whether losses incurred by the board, if any, are underwritten 
by the Union Government. 

New Zealand: Apples and pears are sold through a marketing board which 
pays fixed minimum prices to growers and absorbs profit and losses. There is no 
indication whether losses, if any, are absorbed by the Government. 

Turkey: There is generally an export subsidy payment of 25 to 50 percent of 
the export price. 

Italy: Exemption from the turnover tax on packages and on the sales prices. 

As of mid-January, United States apple prices were $0.75 to $1 per box below 
the approximate prices for comparable apples on the London market, while 
United States pear prices were at levels comparable to those received for varieties 
normally discounted on the English markets. 


DRIED FRUITS 


South Africa: Dried fruits are marketed through industry controlled marketing 
boards, but only currants, prunes, and valencia-type raisins are controlled. These 
are purchased from producers by the board at fixed prices and sold at fixed prices. 
Surpluses are exported by the board and profit and losses absorbed by the respec- 
tive pools for that variety of fruit. These is no indication that the Government 
underwrites losses of the respective boards. 
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Australia: A pooling operation is achieved through a producer-controlled dry- 
iit export board. This board can, and does, arrange exports in conjunction 
sith comparable dried fruit boards in the British Commonwealth area. A two- 
srice system is maintained, and sales are made in export channels at lower prices 
than the prices in the domestic market. 

Algeria: Exporters are reimbursed for a certain part of the value of the products 
sported. Rates of reimbursement are based on the customs value of the products, 
yd they vary according to the kind of fruit. In April 1954, dried fruit exporters 
ceived & reimbursement rate of 10 percent of the customs value. 

Turkey: The export subsidy rate in effect for the 1954 crop of raisins varies 
fom $38.86 per short ton against clearing accounts to $58.30 per ton against dollar 
axchange. 

As of mid-January, prices of raisins on the London market were slightly above 
after adjusting for transportation, duty, and the export subsidy of 1.5 cents per 
und) United States commercial price levels. United States prunes are far 
uperior in quality and prices are above competitive (Yugoslavian and French) 
prices ON European markets. 

CANNED FRUITS 


Yugoslavia: Exporting enterprises are permitted to use a certain percentage of 
their foreign exchange earnings for importing goods for sale to other importers 
at free rates of exchange. The free rate of exchange is higher than the fixed rate. 
In the case of fruits, exporters have been granted free use of 50 percent of their 
exchange earnings. Imports of such production items such as root stock, insecti- 
tides, ete., receive favorable customs treatment. 

Argentina: Fruit exports are exempt from an 8-percent sales discount which is 
imposed on most other items exported. Exporters of fruit are allowed a more 
favorable foreign exchange rate than exporters of most other commodities. An 
export rebate equal to the difference between the net Australian price of sugar 
and the price at which the cheapest available foreign sugar could be landed in 
Australia free of duty. Fruits are marketed in a pooling operation under a control 
hoard. 

Prices of canned fruit in the United Kingdom were decontrolled as of January 1, 
and recent reports are not available as to prices on the London market. Last 
season, United States canned fruits were less than those prevailing in the United 
Kingdom (after converting for transportation and duty), which is the largest 
canned fruit market outside the United States. 


WHEAT 


During the 9 full wheat-marketing seasons since the close of World War IT, 
over 90 percent of the wheat moving in world trade has come from the United 
States, Canada, Argentina, and Australia. In Canada and Australia, the market- 
ing of the wheat crop is the responsibility of officially designated marketing boards. 
In both countries the Government guarantees producers a fixed price that is 
related to the cost of production. Profits made by the Government on subsequent 
sales are prorated to growers on the basis of the quantity and quality of their 
deliveries. In Argentina, the Government agency (IAPI) this year guarantees 
wheat growers a price of 50 pesos per 100 quintals ($2.72) for their 1954-55 crop. 
This agency exercises a monopoly on wheat exports. The latest available quota- 
tion on Argentine wheat for export was $1.78 per bushel, 94 cents below the guar- 
anteed price to producers. The greater part of Argentine wheat exports move 
under barter agreements, thus the actual prices at which the wheat is sold 
cannot be determined. 

France, a less important source of supply, is guaranteeing its producers a basic 
price of $2.64 per bushel, substantially higher than the level at which wheat is 
being exported. 

Uruguay, which this year is a fairly important exporter of wheat, is guaranteeing 
producers $2.96 per bushel. The guaranteed price in Sweden is $2.35 per bushel. 


CORN 


Argentina is the principal competitor of the United States in world export 
markets for corn. The Government agency, IAPI, is guaranteeing corn producers 
45 pesos per 100 quintals ($2.29 per bushel) for the 1954-55 marketing season. 
As in the case of wheat, that agency exercises a monopoly on corn exports. Re- 
cently, [API announced a temporary cessation of corn exports. The reasons for 
that action were low supplies as a result of heavy exports from the 1954 crop 
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and prospects for a poor crop this year. The greater part of Argentine corn export: 
move under barter agreement, thus, the actual prices at which the corn js gojq 
cannot be determined. 


RICE 


Outside the United States no incentives for rice producers exist which have any 
bearing on volume or pricing of exports. Principal rice exporters of the world 
have government monopolies which fix prices for milled rice and profit from export 
(the net figure between prices paid to producers and export prices) accrues direct]y 
to government revenues. Asian exporters continue to develop long-term contracts. 
with barter and exchange features. 


LINSEED OIL 


Argentina is the principal source of linseed oil for export in competition with 
United States supplies. Tn order to facilitate export Argentina has entered into 
bilateral agreements with those countries that buy most of her linseed oil. Furth- 
er, in an effort to permit her linseed oil to compete in world markets, Argentina has 
applied a preferential exchange rate to linseed oil exports of 7.5 pesos per trade 
dollars (i. e. 1 peso=U. S. $0.133). 


SOYBEANS 


Communist China is the only significant exporter of soybeans in competition 
with soybeans from the United States. All exports from China, including Man- 
churia, are controlled by a state trading monopoly. Thus, there is no free market 
price in China. The state trading agency can set the export price of soybeans at 
any desired level, so that Chinese prices can be made arbitrarily competitive. 


DAIRY PRODUCTS 


The principal dairy exporting countries have marketing schemes, controlled 
through governmental, quasi-governmental or agricultural associations, which 
have various amounts of assistance, collection of fees and guarantees to producers 
and assistance to exporters. These tend to stabilize domestic prices of milk and 
dairy products and provide competitive prices for export competition. Imports 
and exports are under regulation and considerable price flexibility is allowed 
export programs to meet seasonal supplies and market variations. 


INFORMATION ON FOREIGN PRODUCTION EXPANSION 


Mr. MarsHatu. We are wondering, if we make funds available to 
you in this increase, whether you could make available to the Congress 
information on the increases in foreign production. Do you contem- 
plate doing that? 

Dr. Burz. Yes, we are constantly studying foreign production, 
and I think we have the data now fairly up to date. We have an 
estimate for 1954 available now. 

We have a small Foreign Competition Branch in each of our six 
commodity divisions: Cotton, Fats and Oils, Fruits, and Vegetables, 
Livestock and Livestock Products, Grains and Feeds, and Tobacco. 
These branches are generally composed of a branch chief, and one 
other economist, a secretary, and a statistical clerk. To the extent 
that the available staff will provide, these branches are conducting 
comprehensive studies of foreign competition in commodities in their 
respective areas including economic analyses of the objectives, extent, 
and methods of competitive enterprises, economic clio of govern- 
ments, availability of credit, transportation, processing and storage 
facilities, labor productivity and costs; and including specific analyses 
of agricultural production, production methods and costs, volume, 
and kinds of products marketed, and marketing methods and costs. 
They develop, for dissemination to domestic producers, exporters, im- 
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porters, farm organizations, and the Government, analyses and 
appraisals of changing patterns of foreign agricultural production 
and competition and the significance e of such findings to the industry. 

They also analyze the comparative advantages of foreign competitors 
and recommend practical programs and methods to reduce or elimi- 
nate such comparative costs or production advantages. 


RELATIONSHIP WITH STATE DEPARTMENT REGARDING AGRICULTURAL 
ATTACHES 


Mr. MarsHauu. We are wondering at this time whether you have 
worked out agreements with the State Department for all of your 
field attachés. 

Dr. Burz. It is in process. 

Mr. Mtnor. Substantially, we have reached an agreement. We 
developed an interim agreement, which was satisfactory to both 
Departments, and under which we have been operating. A _per- 
manent agreement is nearing completion, and it looks as if it can be 
completed on a satisfactory basis. Under it, the State Department 
will provide administrative services at the embassies, office space, and 
so on, and Agriculture will direct the work of the employees. 

Mr. MarsHauu. When you say that it will be worked out relatively 
soon, Mr. Minor, how soon? What does that mean? 

Mr. Minor. I hope for the final agreement to be actually signed 
within a matter of a week or two. I believe that is possible. 

Mr. MarsHau. How long have you been trying to get this agree- 
ment worked out? 

Mr. Minor. We have been working on the whole problem from the 
time of the passage of the act, which was signed during the last days 
{ August. An interim agreement was entered into which enabled us 
to operate. The permanent agreement required more time on their 
part and on ours, to sift out the various parts and come to agreements. 
there has been no disagreement as to the objectives that we are seeking 
in that connection. The one point on which we have had some 
problem is reporting from posts where we do not have an attaché. 
The costs for reports at these posts was more than we felt we could 
afford, so we have been revising our reporting schedule with the view 
to doing more of the work with our own attac chés, with less to be done 
by the consulates and embassies where we do not have attachés. I 
think we will work it out satisfactorily on that basis. It may involve 
a very substantial change, by putting attachés at a few additional 
posts and adding personnel at other posts, and reducing the agri- 
cultural reports prepared by State Department personnel. 

Mr. MarsuHatyi. When you go through the process of working out 
these agreements for agricultural attachés working in connection with 
the State Department, do they become a part of the local Embassy 
there? Or are you setting them up separate from that? 

Mr. Minor. They are part of the Embassy family. Offices are 
provided by the Embassy, and their work is coordinated with the other 
activities at the Embassy, by the chief of the mission; but their work 
from the agricultural standpoint is directed by the Sec retary of 
Agriculture. 

However, they are a part of the Embassy family and have the use 

of E mbassy common services for which we will reimburse the State 
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Department. Their salaries will be paid by¥the Embassy adminis. 
trative people and charged to our appropriation. 

They are actually on our rolls, appointed by us, but they are pai 
there, which is simpler and quicker, and which should involve |e 
cost than it would to try to do it from Washington. 

Their traveling expenses are paid at the Embassy under a letter 
authorization which we issue to them. 

Mr. Wuiprpte. In other words, Mr. Congressman, this is similar to 
the status of the military attachés. 

Mr. MarsHatu. You have every belief that they are going to be. 
under your present arrangements, a part of that post? They are no} 
going to be separate? 

Mr. Wurppte. No, sir; and I would argue very strongly against 
their being separate. I think we can have only one representation 
abroad, and as you know, the Ambassador is the representative of 
the President of the United States, so that everyone has to be under 
him. 

Mr. Minor. We would use the same general plan for administrative 
support that is used by the United States Information Agency and 
Foreign Operations Administration. 

Mr. Wurppue. We haven’t detected any feeling that this is going to 
be something independent and harmful, either in here or in the field. 

Mr. MarsHatu. As you know, there have been a number of times 
when some of the Members of Congress have expressed the feeling 
that we were setting up a separate group entirely, which they viewed 
with some alarm. I think it is the intention of this committee, that 
you work as a community, under the chief of the missions, but that 
you are to have the latitude to make reports to the Department of 
Agriculture. 

Mr. Wurpp.tez. That is correct. 

Mr. Marswaty. And we do not want anything to interfere with 
your relations with respect to that. 

Mr. Wuippte. No. 

Mr. MarsHa.u. And it is your responsibility to develop these mar- 
kets for American commodities. We are championing your cause, to 
see that you be given every opportunity to do just that. 

Mr. Wurrrie. We want these men to be good representatives of 
American agriculture. We see nothing inconsistent between their 
status as a part of the embassy and being representatives of American 
agriculture. 

Mr. Minor. The men we are sending out are receiving diplomatic 
passports and the same consideration that people receive who go for 
the State Department. 

Mr. Lopwick. I think I should in fairness tell you that Mr. Whitten 
was present in Paris at meetings where we interviewed all of our 
European attachés. Since that time, I have visited almost all of 
the embassies in South America. I have not found any indication 
anywhere along the line, of a desire to segregate our people or to set 
them to one side. I am happy to report that in every single instance 
the Ambassador was going all-out to make sure that this change did 
not make a rift in his own embassy family; and we likewise have 
cautioned our people not to do or say anything that would cause any 
such rift. So far, at least, I have found nothing but harmony in the 
new relationship. 
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DEFINITION OF, AND COOPERATION WITH, AGRICULTURAL INDUSTRY 


Mr. Deane. Dr. Butz, I do not want to be technical, but referring 
io your statement on page 2, you spoke of. 


with full cooperation between Government and the agricultural industry, sub- 
stantial progress has been made. 

Could you describe what you mean by the ‘‘agricultural industry’’? 

Dr. Burz. That is a very inclusive term; in other words, the trade 
associations, the farm organizations, the proc essing industry. I think, 
for example, of the very excellent cooperation we have had with the 
cotton council, in which they sent two of their men abroad with our 
team. Recently we had two people who went abroad with one of 
our people, for the specific purpose of market development. 

Mr. Deane. I might be willing to go, if we would insert these 
editorials that you see in the press over the country. I just pulled 
this out of a North Carolina daily, here: 


What about farm prices? 


And then they go along, and as you read it, they don’t have an 
answer. 

The Congress doesn’t seem to have the answer. 

The agencies—I wonder if they have got the answer? 

But it seems to me that you men perhaps face the greatest oppor- 
tunity to find an answer to these disturbing headlines. 

I disagree with the Secretary to some extent, that the farm prices, 
or the weekly take-home pay, is going to be better this year. I do 
not believe it is going to be better, unless we can move into the world 
market with our commodities on a competitive basis, or on an exchange 
program, or something along that line. And it would seem to me 
that you men, here this afternoon—perhaps the greatest responsibility 
rests, so far as finding an answer to that situation, upon you, and the 
reason I mention agricultural industry—lI just wonder, to what extent 
any particular group may have paid projects, or whether or not you 
are attempting to really get right down to the heart of it, not to 
emphasize cotton, because I don’t think that is what we are here for. 
Iam just as much interested in wheat and corn as I am in tobacco 
and cotton. 

I would be grateful if, in revising your remarks, you would elaborate 
on them, and particularly elaborate upon what you really mean by 
“agricultural industry,” and the type of people, and some names of the 
people you have been w orking with on your project. 

Dr. Butz. We would be glad to furnish a statement and summarize 
that in the record, if you like. 

Mr. Deane. All right. 

(The statement referr ed to follows:) 


COOPERATION WITH AGRICULTURAL INDUSTRY 


In all our efforts to expand foreign markets for United States agricultural 
products, we have proceeded in the knowledge that this is a cooperative job 
Government and the agricultural industry working together. 

_By agricultural industry, we mean all the individuals, associations, organiza- 
tions, and business firms that are directly involved in the production, processing, 
storage, transportation, and selling of farm commodities. 

We in Government think of ourselves as being only in a service capacity; the 
— work of moving farm products overseas has to be done by agricultural in- 
dustry. 
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Going back a year ago, we had a splendid example of agricultural indust, 
working with Government on improving’ our foreign agricultural markets whe 
last spring the agricultural trade missions visited Europe, Asia, and Latin Americg 
Three dozen men, widely representative of agricultural industry, visited 35 cov 
tries and brought back comprehensive firsthand information on marketing prob, 
lems and potentials that now, a vear later, is still timely and useful. The chairma; 
of the group that went to northern Europe was F. R. Wilcox, assistant gen 
manager of Sunkist Growers, Los Angeles. The chairman of the group that wen 
to Asia was Homer L. Brinkley, executive vice president of the National Ceunei 
of Farmer Cooperatives. The chairman of the Latin American group was Dea) 
Harry J. Reed of Purdue University. While we did not single out people of , 
commodity point of view, members did represent tobacco, fruit, dairy, cottoy, 
grain, and livestock interests, as well as the farm press and farm organizations, 
The White House and the Department of Agriculture jointly sponsored the study 
but the actual work was done by these people who have a commercial interest jp 
the welfare of agriculture. 

Every day we are working with agricultural trade groups in an effort to arrive 
at mutual solutions to our agricultural trade problems. Under Public Law 48). 
for example, we are in constant session with United States spokesmen for the 
various commodities that are being sold for foreign currencies under this act. 
and we have set up a number of ad hoe commodity committees with whom we 
consult from time to time. 

We have beer getting the finest kind of assistance from the agricultural industry 
in our foreign marketing studies, sometimes teaming up our own marketing 
specialists with representatives of industry. Eral O. Pollock, for example, of the 
FAS Grain and Feed Division, recently returned from a study of wheat and 
flour marketing potentials in the Far East, and he was accompanied by Richard 
K. Baum, executive secretary of the Oregon Wheat Growers League, and Gordo: 
Boals, director of export programs for the Millers National Federation. 

The Department has the constant help and advice of the various export advisory 
committees, composed of representative members of agricultural production and 
trade groups. The following is not a complete list but does indicate the kinds 
of groups with which we are working on export problems: 

Millers National Federation’s export advisory committee, North American 
Grain Exporters Association, National Grains Trade Council, Oregon Wheat 
Commission, American Rice Millers Association, and American Seed Trade 
Association. 

Foreign relations division of the National Cotton Council, and liaison committee 
of the American Cotton Shippers Association. 

Northwest Horticultural Council; National Apple Institute; Florida Citrus 
Commission; and Sunkist Growers. 

American Butter Institute; American Meat Institute; Dairy Industry Suppl 
Association; Dairy Industry Society International; and American Dry Milk 
Institute. 

American Soybean Growers Association and Soybean Processors Associatio: 

Tobacco Exporters Association of the United States; Tobacco Associates, Inc. 
Burley and Dark-Fired Tobacco Exporters Association; and the National Ciger 
Leaf Association. 

In all these cooperative efforts, our FAS men carry out a role of service. Th 
order books are carried by the trade people. We in Government do all we cai 
to help provide a favorable climate for doing business, but our understanding 
with agricultural industry is that their people will follow through and make th: 
actual sales. 

And even before such sales are made, we work with producers and producer 
groups to try to make sure that American farmers have the information the 
need as to production and requirements of other countries so that our commodities 
produced and offered for export sale are the kinds that foreign markets want. 


REPRESENTATION ON TRADE AGREEMENTS COMMITTEE 


Mr. Deane. On page 4 of your statement, you refer to “related 
activities’; and again, here, perhaps we are thinking about exports. 
To what extend does your agency participate in the determinations 
of these trade agreements under the bill—if it passes, here, as it did 
the House? 
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Dr. Burz., We have a Trade Agreements Committee on which we 
arerepresented, We will have a voice as a department of Government 
on the Trade Agreements Committee, which will make recommenda- 
ions Within the scope of the Reciprocal Trade Agreement Act. 

Mr. Deane. Do you contemplate issuing any warning signals so 
far as agencies are concerned, that are involved in farm commodities, 
which would indicate what our position might be, or is that decided 
at higher levels? 

Dr. Butz. The Department of Agriculture, of course, is always 
wgnizant of the interests of the producers and processers of agric vul- 
tural commodities. Any information on negotiations under way, is 
ade: by the Committee itself, not by the Department of Agri- 
culture. 


AGRICULTURAL IMPACT OF INCREASED TARIFFS ON WATCHES 


Mr. Deans. I would like for you, Mr. Butz, and your staff, to 
prepare a full analysis of the impact on the decision inv olving Switzer- 
land, when we increased duties on Swiss watches; and I would like 
for you, if you would, please, to produce that along this line: The 
man-hours that may have been counted, so far as the watch industry 
isconcerned, and whether or not there have been any man-hours lost, 
30 far as it may refer or relate to farm commodities that we are not 
now being able to move into Switzerland. 

Dr. Butz. We shall be glad to try that. We may not be able to 
be as specific as you would like, and may have to make some estimates 
in connection with it; but we shall be glad to attempt it. 

Mr. DEANE. I would like to indicate in the record some information 
that I have, and I would like for you to try to help us arrive at the 
extent, as we raise barriers and as barriers may be raised against us. 

Dr. Burz. We would be glad to do that. 

(The information requested is as follows:) 


IMPACT OF THE DEcISION TO RAISE TARIFFS ON CERTAIN WATCHES AND WATCH 
MovEMENTS 


It is generally agreed that, for a variety of reasons, especially the large inventory 
on hand of Swiss watch movements, the impact of our tariff increases on the 
American watch industry, including the number of man-hours gained as a result, 
cannot be properly analyzed for a year or more. 

Information presently available relating to our agricultural exports to Switzer- 
land is inadequate to judge now whether the tariff increases involve damage to 
American agricultural export interests. To date, the Swiss have taken no official 
retaliatory action. The Interdepartmental Trade Agreements Organization has 


just published a list of articles being imported into the United States, for consider- 


ation in connection with preparations for negotiations to compensate Switzerland 
for the increase in our duties on certain watches and watch movements; this list 
contains no agricultural products. Data thus far compiled on agricultural exports 
to Switzerland since the watch duties were increased do not indicate that the ill 
will generated in Switzerland by the duty increase has resulted in discrimination 
igainst American agricultural products. However, no definite conclusion can 
be drawn until export statistics have been compiled for a considerably longer 
period of time. 


BACKGROUND OF AGRICULTURAL ATTACHES 


Mr. Deane. Concerning agricultural attachés, how long do you 
contemplate allowing a person to stay in the different countries? 

Mr. Lopwick. That varies from countr y tocountry. I don’t believe 
that you can set down a hard and fast rule that will govern all the 
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countries. There are occasions when it is particularly important ty 
leave a man in a country longer than, say, a 2-year term. There ap 
other cases where 2 years is too long; so we would like to keep tha; 
flexible. We don’t use the specified term as of today, for that reason, 

Mr. Deane. How do you measure their progress? 

Mr. Lopwick. We have a number of different ways. One of the 
first criteria we use is the man’s ability to get along with the people 
in the country and obtain accurate information of the type that we 
want; which, in the record, is the competition of those people with 
our products, also their purchasing ability and desire for our com. 
modities. Third, the reports—why do they buy a certain product 
that we produce, from another country, for example? 

You don’t get the kind of confidence that enables a man to do this 
job in a few minutes, a few hours, or a few days. Some men never 
get it, yet that same man, over in another country, might get it. 

There are a lot of fancy names tied to it, but I just call it “getting 
along with people.’’ It takes longer in some cases to be accepted, 
shall we say, than it does in others. 

Once that has happened, you gage that man’s activities from then 
on by what he reports, what he accomplishes in the way of trade de- 
velopment or sales, or his assistance to our exporters. All that goes 
into it. 

Mr. Deane. Are these men of purely agricultural background, or 
do they have previous business experience? Generally, what type of 
men, so far as their general qualifications are concerned, are they? 

Mr. Lopwicx. Well, practically all of them—there are some ex- 
ceptions—have had an agricultural background. Many of them have 
been county agents, for example. Some have not. Our criteria 
today are that they be either a graduate of a land-grant college or have 
had, say, 2 years, and have had business experience of one type or 
another, allied with agriculture, to offset the 2 years’ lack in training. 

We give them a pretty intensive schooling on how trade operates— 
and we even get down to specifics, depending on the country they are 
going to. If they are going to a country that is interested in tobacco, 
we try to find a tobacco man, or if it is dairying, the same thing. He 
has a far different job now, from what he used to have. 


STAFF FOR ATTACHES 


Mr. Deane. In these embassies, does he do his own letter writing? 
Does he have a stenographer, or what kind of staff does he have? 

Mr. Lopwicx. In most cases he will have a secretary and a local 
employee. The local can be a very valuable person. We have stations 
today, where the local—I won’t say is more important, maybe, than 
the assistant attaché, but it would be an awfully close race. He has 
been there for years, he knows how we operate and what we want to 
know, and he can obtain it for us, of course. 

Mr. Wuirrte. He may have been educated in this country and 
have a knowledge of our problems. 

Mr. Lopwick. That is correct. 

One handicap, as we have brought out, is that we have been short of 
secretarial help. If somebody was short at the embassy, it was t00 
frequently the agricultural attaché. In many cases the commercial 
counseler and agricultural attaché have teamed up on secretaries. 
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Their interests are enough alike that if one goes out of town, the other 
takes care of his work while the first one is gone. We hope to continue 
that way, but we do hope to expand the secretarial service that they 
have had in the past. 

Mr. Narcuer. I think that is extremely important. 

Mr. Rossiter. After a man has served his time in a particular 
country, we would like to move him into a country where the agri- 
culture is similar. Let us take, for example, Latin America. A young 
man can go out as a junior man in Argentina or Mexico and move up 
to being the senior man in one of the smaller countries, and eventually 
he may become the senior man in a senior country. 

Mr. Natcuer. Will you place in the record where these agricultural 
attachés are located, the number you now have, approximately what 
is their average length of service in these various posts, and the aver- 
age length of time “they have served in the capacity of agricultural 
attachés, whether they are in one spot or another. 

Mr. Rossrrer.We would be glad to do so. 

Mr. NatcHEeR. Would you also indicate some analysis of the type 
men they are and their approximate length of service and their capac- 
ity. I think that that point is one on which we would need additional 
information if we are going to get very far on this. 

I believe that is all, Mr. Chairman. 

(The information requested is as follows: ) 

Agricultural attachés are assigned overseas for a minimum of 2 years. In 
actual practice, the attachés come to the United States on home leave or are 
transferred to the United States or elsewhere at the end of about 2 to 3 years. 

In those posts in Europe, Latin America and elsewhere where health conditions 
are generally favorable, it is a common practice to have the attaché return to his 
post for an additional tour of duty of about 24 years. For example, persons as- 

signed to Stockholm have remained for 2 full tours of duty, or somewhat over 4 
years. This would be true of much of the rest of Europe. 

In Asia and the Far East, where living and health conditions are adverse and 
where many posts are classified ‘‘Differential—additional compensation over base 
pay,” most attachés remain for only one tour of duty before home leave and 
transfer, Examples of posts of this type would be Djakarta, Indonesia; Rangoon, 
Burma; and Calcutta, India. 

In general, a rotation system operates by which attachés transfer between the 
more desirable and the less desirable posts. Such items as health, education, and 
other living conditions are taken into consideration, as well as the person’s agri- 
‘ultural competence for duty in a given area. 

The length of service of agricultural attachés varies from those who have only 
recently gone to their posts to others who have served for 25 years. The average 
length of service at foreign posts of the attachés in service is 6.1 years. Many of 
these men have had additional years of service in the Department of Agriculture 
and in other agricultural activities. 


Length of service of attachés at foreign posts 
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Information as to the duties and qualifications of attachés is included as re 
quested later in these hearings. 

It is our purpose to administer the attaché program so as to provide the freest 
possible interchange between United States Department of Agriculture employees 
serving as agricultural attachés at foreign posts and United States Department 
of Agriculture employees in Washington. We expect to bring those attachés 
who have been in service for a number of years without adequate contact w ith 
developments in the United States home for a period of work in the Department 
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of Agriculture where their experience can be of great value to the work of thq 
Department and to agricultural groups throughout the country. They will wo; 
with farm and trade groups in making available the experience and informatio, 
gained during their service in other countries. Other men thoroughly familig 
with American agriculture and who have an understanding of the needs 
American agriculture will be assigned to service abroad. By alternating period 
of service in the United States and abroad, we believe the service te our farmer 
and other interested groups can be much more effective. In other words, jt js 
our plan to provide a system of rotation between service in the continental United 
States and service abroad for agricultural attachés. 


(EpiTror’s Nore.—lInformation as to the location of posts and 
numbers of attachés assigned appears on pages 1172 and 1201.) 


Mr. Narcuer. People of my section, and the public generally, wer 
pleased when Public Law 690 was passed by the Congress. I think 
the farmers who understand this law generally feel that the Secretary 
of Agriculture should have the authority to employ agricultural 
attachés and that this function should have been transferred from 
the State Department over to the Department of Agriculture. 

Doctor, generally speaking, how do you feel about this transfer? 

Dr. Butz. We feel it was a healthy transfer, and we in Agriculture 
look forward to the integration of the attachés into our program. 

Mr. Natcuer. I believe you delivered an address at the 4isi 
National Foreign Trade Convention; is that correct? 

Dr. Butz. Yes, sir. 


PHILOSOPHY OF SURPLUS DISPOSAL ABROAD 


Mr. Natcuer. I have here in my hand an excerpt from the National 
Foreign Trade magazine of January 1955. I would like to read just 
a portion of this, Dr. Butz, and see if this is your philosophy. It 
states, and I quote: 


In an address at the 41st National Foreign Trade Convention, Assistant Secre- 
tary of Agriculture Earl L. Butz gave some reasons why we can’t just send our 
farm surpluses overseas. 

American agriculture today has a great sales and distribution problem: What 
to do with our excess agricultural production? There is one well-meant suggestion 
that is made to us almost daily—just send it overseas. 

When we think with our hearts, the foreign disposal of our excess farm com- 
modities appears to be simple, logical, and humanitarian. A picture comes to Us 
of the world’s millions who need more milk, more bread, and more clothing. s 
citizens of an enlightened charitable Nation, we have accepted the ideal of trying 
in every way practicable to move these commodities into world use. 

And so, having accepted that ideal, what are we able to do about it? The 
truth is we’re not able to do very much. Our idealism every day becomes a little 
more blunted by the hard wall of reality. What we commonly speak of as foreign 
disposal is given a less charitable name by some of our foreign friends; they call it 
dumping. At every hand we are admonished to use care that we do not upset 
the world market, that we do not wreck world prices, that we do not use our 
surpluses to ruin foreign farmers. And, we must admit, often these are the fears 
of honest men. So we see that giving things away, or selling them at bargain 
prices, sometimes can be not only unpopular but even impractical in the vast 
arena of international relationships. 

I do not want to create an impression that is unduly pessimistic. I have 4 
high regard for the potential contributions of the surplus disposal programs 
that the Congress has created. Under the Agricultural Trade Development and 
Assistance Act of 1954 (Public Law 480, 83d Cong.), we are negotiating at the 
present time with a number of countries for their greater use of our excess com- 
modities. Substantial quantities of grains, cotton, tobacco, fats, and oils, dairy 
products, and some other commodities as well—over and above the quantities 
sold under normal commercial trade—will move into foreign disposal efforts 
Some will move as relief shipments, some as economic assistance, some under 
the label of mutual defense, and some in return for foreign currencies, thereby 
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ielping to get around the dollar shortage problem. By no means, however, will 
‘he total movement be a solution to our surplus problem. The basic problem 
is too big for a single, simple solution. 

We cannot expect our foreign friends to bail us out of our agricultural diffi- 
wlties. American agriculture—modern, efficient, highly productive—offers its 
own best reasons why this is so. For some commodities, our export market is 
highly important. But in the main, American agriculture is geared to its pros- 
| BB erous home market, with high volume export of a few basic commodities only. 
‘ited We can logically expect this to hold for the future. 




















Dr. Butz, is that verbatim a portion of your speech? 
; and Dr. Butz. As I recall, it is. 
Mr. Natcuer. Is that your philosophy at the present time? 
Mr. Burz. Essentially. 
Mr. Natcuer. Generally speaking, just how do you feel about this 
new venture, Dr. Butz, as far as the agricultural attaché program is 
concerned ? 
Dr. Burz. I face it, Mr. Congressman, with the feeling that we are 
ging to have real accomplishment under the program. What I 
.r? meant to point out in that talk was that it is going to be a very difficult 
Itureiyy watter to dispose of the surpluses we have. Many people think that 
the solution is to ship them overseas. I simply pointed out to this 
‘41s: ay croup of people interested in foreign trade that there are real difficulties 
in the face of a substantial expansion of foreign shipments under relief 
movements, even for foreign currency and, of course, for dollars. 
As I pointed out there, and as I have pointed out before this com- 
ittee previously, the big continuing markets for our products will 
be the domestic markets. We must work to expand that as well as 
onal the foreign market. The emphasis I took before that goup was that 
just fm this is a many-sided program, one side of whic h is disposition abroad. 
It Mr. Natrcuer. I wonder if at this point in the record you would 
place a short statement going into detail a little more about the state- 
cere. ent that I read just a few moments ago, especially that portion 
our My Wat reads as follows 
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Dr. Butz. I will be very happy to do so. 
The (The statement requested is as follows:) 
ittle : : p 3 , : 433 
eign We are a responsible nation. I think we are demonstrating this coftinually, 
whit 1 all our international relations. We would not have such large agricultural 


accumulations today if we had acted with less responsibility in recent years and 
ad pushed our surpluses out on the world, with little regard for price or effect 
i other producers. But that isn’t the way we are accustomed to doing business. 
A number of other countries, looking at our big surpluses, profess to be alarmed 
that we might act irresponsibly. Personally, I don’t think their alarm is very 
great. Yet, we must admit that they are somewhat worried—and we would be 
‘oo if We were in their place. They’re not so much alarmed at what is happening 
ams What they think possibly might happen. 

and As we carry out our foreign marketing programs, we have to be practical and 
the be aware of these opinions of our allies. At the same time, we want them to be 
aware of their need for some responsibility, too. After all, our surpluses are the 
result to @ great degree of our agricultural expansion during and after the war 
when our allies had desperate need for great quantities of our farm products. 
ltis not right that the United States should continue to carry the major burden 
f world surpluses. 
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I think our overall position in this regard was stated very well in a White Hous 
release of September 9, 1954, at the time that the President issued an Executive 
order detailing responsibility for the Agricultural Trade Development and Assis}, 
ance Act of 1954. The release said, in part: E 

‘“* * * The United States cannot be satisfied with the position of holding x 
own supplies off the market and accumulating surpluses while other countries 
dispose of their entire production. Accordingly, the United States will offer jt 
products at competitive prices. At the same time, the United States will not tise 
its agricultural surpluses to impair the traditional competitive position of friendly 
countries by disrupting world prices of agricultural commodities.” 


DUTIES AND QUALIFICATIONS OF AGRICULTURAL ATTACHES 


Mr. Natcuer. Dr. Butz, as far as the agricultural attachés are 
concerned, I read further here a statement as to the duties, and | 
will ask you if these are some of the duties that will be prescribed as 
far as the new agricultural attachés are concerned: 


The attachés have always been this Nation’s chief suppliers of world agricul- 
tural ‘economic intelligence.” The attaché at each post is required to submit 
regular reports on specified subjects on specified dates. These reports, together 
with special reports filed from time to time, deal with such subjects as marketing 
opportunities abroad, the foreign production of specific agricultural commodities 
that may compete with those of the United States, and estimates of export posi- 
bilities and import requirements in the country to which he is assigned. 

Such information helps American agriculture to adjust, both in its production 
and in its marketing, to changing situations. 


Are those part of the duties of the agricultural attaché? 
Dr. Butz. Yes, sir. 


Mr. Natcuer. Dr. Butz, I asked you about some of the qualifica- 
tions. Are these the qualifications: 


Generally speaking, an attaché should be the graduate of an agricultural 
college. In addition, he should have had several years of experience in agriculture, 
either in the Department of Agriculture, in farm organizations, in an agricultural 
college, in farming, or in an agricultural trade. Agricultural economic training is 
perhaps the most highly beneficial training of all since the work of an attaché 
requires a great deal of economic analysis. 


Would you say that those are some of the qualifications, Dr. Butz? 

Dr. Burz. Yes; they are not the sole qualifications, but they are 
some of the more important ones. 

Mr. Natcuer. I asked you this as a matter of having it in the 
record as to what the duties are, and what are some of the qualifica- 
tions. Would you place in the record some additional information 
with regard to the questions that I have pointed out. If you will, 
I will appreciate it. 

Dr. Burz. I will be happy to. 

(The information requested is as follows:) 


DoutiIEs oF AGRICULTURAL ATTACHE 


Agricultural attachés are in the front line of worldwide Department activity 
to encourage and promote the marketing of United States agricultural commodi- 
ties, and to provide American farmers with current and realistic evaluations of 
foreign agricultural conditions, situations, trends, and developments that affect 
our production and marketing operations and practices. The agricultural at- 
taché, as a member of the embassy family, is responsible for contacting foreign 
government officials, importers, processors, and consumers in order to develop 
and determine market opportunities, to estimate consumer requirements and to 
determine consumer preferences, to evaluate the reception of United States 
products and to compare the relative merits of farm products from the United 
States and from competitive sources, and to discover new uses and adaptations of 








America 
connect 
cultural 
The : 
foreign 
the int 
plans, 3 
and ce 
particif 
ments. 
Apar 
sentatir 
activit i 
agricul 
The 
attaché 
schedu! 
spot ne 
ean far 


Tob 
must q 
cultura 
These 
profess 
Generé 
culturé 
ble ex} 
in farn 
or in g 
the w 
agricul 
marke 

In a 
cant n 
more | 
must | 
assign 
and a 
and W 
race, ( 
attach 
qualit 

It i: 
foreig’ 
and is 


M: 


in th 
time 


M 
add 
trad 

Ul 
prop 
who! 
a tre 

D 
mitt 


1197 







American farm products to the peculiar requirements of the foreign area. In this 
connection, the attaché also observes, analyzes, evaluates, and reports on agri- 
cultural developments in the country, that affect the American export market. 

The agricultural attaché is also required to observe, analyze, and report on 
foreign competitive activities in production and export promotion that affect 
the interests of American farmers. He analyzes and evaluates the economic 
plans, policies, and programs designed to increase or control domestic production, 
and cevelops information concerning liquidation of stocks, export subsidies and 
participation of the foreign government in state trading and other trade arrange- 
ments. 

Apart from marketing and economic analysis work, the attaché, as the repre- 
sentative of American agriculture must carry out important public relations 
activities in the form of meeting with foreign government officials, officials of 
agriculture and food research institutions, farm leaders, and American visitors. 
are The specialized marketing and economic reports developed by agricultural 
d | HM attachés are submitted to Washington on an emergency as well as a predetermined 
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| as Ma schedule, and these reports provide the basic information for dissemination of 
spot news and careful analysis of foreign market development potential to Ameri- 
can farmers. 
cule QUALIFICATIONS OF AN AGRICULTURAL ATTACHE 
her To be eligible for appointment to an agricultural attaché position, the applicant 
‘ing At qualify under Civil Service Commission qualification standards, as an agri- 
ties cultural marketing specialist, agricultural economist, or general agriculturist. 
ai These standards have, of course, been developed by the Department and other 
; professionally interested Federal agencies prior to issuance by the Commission. 
on Generally speaking, therefore, the applicant will have graduated from an agri- 
cultural college. In addition, he must have several vears of progressively responsi- 
ble experience in the field of agriculture, either in the Department of Agriculture, 
in farm and trade organizations, in an agricultural college, in an agricultral trade, 
or in a combination of these. Agricultural economics training is essential since 
: the work demands considerable economic analysis and evaluation of foreiga 
© BF cricultural situations, developments, and trends that affect the American export 
market. 
ral In addition to meeting technical civil-service qualification standards, the appli- 
re. cant must have been a United States citizen for at least 10 years, must not be 
ral more than 55 years of age, must pass a rigid physical fitness examination, and 
r is must meet high security standards. Applicants must also be willing to accept 
shé assignments anywhere in the world, depending upon the needs of the Service, 


and applicants must possess the personal characteristics required to associate 

and work harmoniously with others in foreign countries without prejudice as to 

race, color, and creed. Experience has taught us that the wife of an agricultural 

re attache is an important member of the team. She also must possess the personal 
qualities to adapt herself to the requirements of her husband’s position. 

It is not absolutely essential that an attache be able to read, write, and speak a 


he foreign language, but such knowledge is of great value in any foreign assignment, 
a- and is given due consideration in the selection of candidates. 
yn 


_ Mr. AnpersEN. In calling attention to Mr. Horan’s very good work 
in this field, I would appreciate it if you were to ask him to take my 
time in discussing this general problem. 


ll, 


PROCESSING OF TRADE AGREEMENTS UNDER P. L. 480 


Mr. Horan. I do not have very many questions. I think it would 
vy #@ add to our enlightenment if we had some idea of the processing of a 
; trade agreement explained to us. 
Under Public Law 480, and I understand that if it is not handled 
t- MM properly we can glut the market and destroy our objectives, but with 
1 | whom do you have to reach an agreement in order to properly process 


P 2 trade action under Public Law 480? 

3 Dr. Butz. Mr. Lodwick is chairman of our interagency staff com- 
d mittee that handles that. Perhaps we could have him explain that. 

if 
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Mr. Lopwicx. These proposals originate in a number of differey;fm If it 
ways. I will start right at the beginning. Sometimes they con jimake ¢™! 
from the Embassy, sometimes from FOA, sometimes from a foreign fmmulture 
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country, sometimes from other departments of Government. Whe 
they are made, they are submitted to the interagency staff committe: 
That committee is composed of representatives of the Department 
of Commerce, State, Defense, Treasury, Foreign Operations Ad. 
ministration, ODM, Budget, Export-Import Bank, and Agriculture. nd reP 

The members take the proposals back to their respective offices an( pi our 0 
discuss them with their various agencies and then at the earlies fo reac 
possible date, they come in with their recommendations. Those ff Mr. 
recommendations are put on the table and discussed from every angle, mpompli 
When I say every angle, I mean every angle of Government with people, 
which we are familiar. If there is something special, we may call in Mam 0 
someone from another agency. Sometimes the Ambassadors appear pome ¢ 
before the committee, or other officials who are interested in expressing Pome 0 
their views. “Bob. \ 

Generally speaking, Agriculture takes the lead and decides what Mad to 
commodities should be involved, the quantities, what the normal Mame | 
trade is, what commodities they probably will buy and in what think \ 
quantities, and, of course, their dollar transactions. That has been 
the purpose under the law of making sure that we do not interfere 
with normal trade. 

Then, we figure the terms, whether a loan should be involved orf ©": 
whether all of the local currency should go for other uses, how much regard 
shall be used for United States uses, and so on; or maybe Defense, as HU" 
was mentioned a moment ago, will come in and say that they need so Mr. 
many millions of dollars for housing, or perhaps FOA wants some of Mr 
the foreign currency, or some other agency of Government. It may gether 
be that one of the agencies will come in and say, ‘‘Here, we need a Mr 
loan in this country for a certain development. How about that?’ i"! 

After this we all agree among ourselves, and this does not take as fg" 
long as it sounds; many of these are done ina day. Sometimes there whick 
are such differences of opinion that we cannot agree so we appeal to Hy” © 
the Francis committee for decision. Or, if a policy decision is involved Hj" 
that we do not feel we should make, we take that to the Francis com- 
mittee. As soon as we obtain a ruling from that committee, we 
proceed. 

The next step is the agreement between the two countries, and JJ... 
instructions to our negotiators. If the negotiations are conducted &..,., ;; 
here in the United States, the State Department has a representative HJ \; 
who is chairman; Agriculture has a representative, and, of course, 
FOA, and sometimes Treasury, and sometimes some other agency. 


Mi 


Usually it is the first three. They negotiate on all phases of the us 
program. If it is to be negotiated in a foreign country, then the ar 
Ambassador takes command and he appoints the agricultural attach @.. 
and the FOA representatives and sometimes the economic counselors. | \I 
The economic counselor is often the one who is given the lead in this \ 
work. - 

We prepare very detailed instructions from which they cannot @,,.. 
deviate without coming back to us for a change. When they do that, @ 


the committee goes over it again and again and they say, “If we give @,.,.. 
here, can we take here?” To put it simply, it is a horsetrading deal, \ 
after which an agreement is reached. : 
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If it is in a foreign country, the Ambassador and State Department 

ake care of the details. From there on, the Department of Agri- 
ylture takes over, the calling for bids and the shipping and all that 
yt of thing, If it is done here, usually the documents are signed by 
he re presentative of the State Department acting as chairman of the 
negotiators. That is the routine operation. 

Mr. Horan. There has been some criticism of that taking too long, 
ind reports have reached me that certain countries that w anted some 
four material gave up in disgust because of the length of time required 
oreach an agreement? Is that true? 

Mr. Lopwick. I might say, Mr. Congressman, that it is a rather 
omplicated law. It covers a lot of territory and involves a lot of 
people, all of whom have their views on how the law should operate. 
am not going to say that we have been too long with many of them. 
ome of them, yes; some of us have been rather restive about solving 
ome of the problems, but, on the whole, I think we have done a eood 
ob. We did not start operating this until September, and there has 
ad to be a lot of give and take before anything could be done. We 
ame up with 450 to 500 million dollars in that length of time, and I 
hink we have done pretty well; maybe I am prejudiced in that respect. 


ACCEPTING LOCAL CURRENCIES FOR EXPORTS 


Mr. Horan. In the case of our Foreign Agricultural Service, with 
regard to straight international trade, you do not have those compli- 
cations, do you? 

Mr. Lopwicx. No 

Mr. Horan. It is merely a matter of getting buyer and seller to- 
gether, is it not? 

Mr. Lopwicx. It is only when we are taking local currencies. Our 
attachés are extremely helpful in these negotiations because they are 
constantly supplying us with information from the home country, 
which oftentimes enables us to take a tack that perhaps we would 
not ordinarily take. They are also helpful in developing programs 
insome of these foreign currencies. 


WORK OF FOREIGN COMPETITION BRANCHES 


Mr. Horan. In the original plan of the Foreign Agricultural 
‘ervice, you were going to have one division that deals with the whole 
matter of the impact of imports on our local industries; is that correct? 

Mr. Lopwicx. That is true. Each of our six commodity divisions 
has a foreign competition branch. 

Mr. Horan. And they are also going to deal with the impact of our 
‘xports on any given foreign marke rt, and I assume that what you are 
rying to do now by way of making studies of world agricultural 
production is a part of that work? 

Mr. Lopwicx. That comes under Mr. Burmeister. 

Mr. Horan. Through the operation of that Division, when you get 
it under full power—and I understand you will within a short 
time—would you be willing to state whether we could import any 
tiven agricultural crop or “product into the United States without 
hurting our domestic markets? 

Mr. Lopwicx. I would like to ask Mr. Burmeister to speak on that. 
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Mr. Burmeister. We are doing that now in connection with 
tion 22. The actions we have taken involve recommendations by 4 
Secretary of Agriculture and directives by the President to haye | 
Tariff Commission make an investigation. We usually appear in gj 
port of our programs under section 22. That part of the work is go) 
on all of the time. 


PARTICIPATION IN TARIFF COMMISSION HEARINGS 


Mr. Horan. Will the Agricultural Marketing Service or the Fore; 
Agricultural Service be party to testifying at Tariff Commission heg 
ings, for instance? 

Mr. Burmeister. The Department of Agriculture does not on 
narily appear or testify at those hearings on tariff actions, but when 
Commission makes a finding, those findings are sent over to { 
Department, and it is there that we make our recommendation to {| 
President through the Secretary of Agriculture. 

Mr. Horan. After the hearing? 

Mr. BurMetster. Yes, sir. . 

Mr. Horan. That is all, Mr. Chairman. I am rather encour 
by the report of FAS. I think we are making headway. Rome w 
not built in a day; it is going to take some time to develop the 
techniques, and I think that the organization does give promise { 
real action in the future. Personally, I would like to encourage | 
That is all I have. 


ESTIMATED ATTACHE STAFF BY POSTS 


Mr. MarsnHatu. Mr. Rossiter, a moment ago we were asking yw 
for some information with respect to posts which you filled, and whe 
you contemplated filling them. We would like for you to indicat 
the number of personnel at those posts. 

Mr. Rossiter. Including American and local? 

Mr. MarsHatu. Yes. 

Mr. Rossiter. We have that information. 

Mr. MarsHa.u. Also, give us a breakdown of the funds at 
present locations. 

Mr. Rossiter. Do you mean as to how much is allocated to, | 
instance, London, and how much is allocated to Paris? 

Mr. MarsHatu. Yes. 

Mr. Rossiter. We do not make allocations to posts. We pay t! 
salaries. We could work it out, however, and I think perhaps yo 
have in mind also how much is allocated to each post for travel al 
such things as that. Is that correct? 

Mr. MarsHauu. That is correct. 

Mr. Minor. We would have trouble breaking down the indivi 
costs because some of that is on an across-the-board basis. 

Mr. MarsHauu. We would like you to break it down as far as yo 
can. 

(The information requested is as follows:) 
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FOREIGN AGRICULTURAL SERVICE 


Estimated attaché staff by post for fiscal years 1955 and 1956 


Attachés and | United States) Local secre- Local 




















1956 annual 
assistants Secretaries taries assistants rate for 
ceed i ak iim salaries, 

Country differential, 
Increase Increase Increase Increase’ living, ard 
1955 for 1955 for 1955 for 1955 for quarters 
1956 1956 156 1956 allowances 
Algiers 1 1 1 $20, 800 
Argeatina 2 1 ! 1 ] $1, 535 
\usiralia 1 1 1 l 1 28, 288 
\ustria (") 1 2 2 21, 345 
Belgium 1 l l 19, 935 
Brazil, Rio de Janeiro__- 2 1 l 37, 290 
¥razil, Sao Paulo l l l 13, 918 
East Afriea__- l 1 1 15, 810 
1 O.5 —0.5 l 1 17, 630 
1 ] l l l 36, 405 
l l l 16, 940 
i ] 1 14, 027 
‘olombis 1 ! l 18, 905 
‘sla Rica... l l 1 1 1, 440 
“nha 2 1 1 l 46, 454 
Denmark 1 2 l 16, 436 
ninican Republie___- 1 1 1 12, 325 
Fenador 1 l 1 16, 840 
Egypt 1 1 1 £ 1 : 28, 300 
England 2 1 1 2 l l 54, 108 
Formosa -- ‘ 1 1 1 19, 245 
France a led 2 1 1 3 1 56, 072 
French West Africa 1 1 20, 260 
Germany » pi 11 | 2 1 d 2 2 48, 065 
(Greece ted ne 1 = 7 1 . 2 ? 16, 895 
Guatemala --- l —1 ; 
Hong Kong 1 ] 1 2 26, 510 
India: 
New Delhi ¢ 2 1 ‘ 3 
Bombay - - - bane 1 1 , 1 ; 
Caleutta__ : 1 a l 1 
Indonesia 1 1 1 1 1 : 
Iran ae 1 1 ‘ 1 aa 
Iraq débbte baw 1 iam a a « l - 1 
Ireland _ _ . oe a 1 ; 4 . 1 l i 
Italy ‘ ee : eae 3 1 1 1 s 
Japan a ae 2 1 1 1 “ 2 a o 
Korea 4 aaa =. ? 1 Zs 1 enc 1 
Malaya, Singapore ___- 1 1 en 1 seal 
Mexico + os 2 1 2 2 
Netherlands aoe 1 ; 1 1 1 13, 463 
New Zealand _ _. 1 l l 13, 960 
N : ch 1 l 1 15, 650 
ida 1 1 1 25, 856 
: 1 1 1 13, 497 
aj 1 1 1 1 1 39, 417 
Portugal... ; - : 1 . I 1 16, 400 
Spain Mab hhed denkdel 1 1 1 ; 1 1 28, 400 
‘weden-Finland _- 1 d 1 1 1 23, 414 
Switzerland. __. 1 1 1 22, 375 
Syria l ~ 0.5 —0.5 l —] 
Thailand 1 ] l 23, 801 
Turkey er heel 1 1 1 1 36, 930 
Vnion of South Africa... ____- Riaas 1 a 1 17, 830 
Uruguay .___- : ak atk 1 1 1 14, 667 
Veneunelh. ceattes 5c dead. 1 1 ; 1 30, 680 
Yugoslavia 1 1 1 20, 25 
WOW...«cbee tod : 1 1 1 60, 393 
TOGiasaatt onde eke 55 26 | 29 5 23 19 5 26 1, 433, 838 


_!lman in Austria and 2 men in Germany are paid in the fiscal year 1955 from appropriation “‘Government 
inoccupied areas, State.’”” The costs of the attaché program at these posts in fiscal year 1956 are included in 
the estimate ‘‘Salaries and expenses, Foreign Agricultural Service.” 
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LINGUAL STATUS OF ATTACHES 


Mr. MarsHatu. When you are preparing that breakdown, pleay 
indicate to us those who speak the language of the country in whic 
they are located. 

Mr. Rossiter. We will be glad to do that. 

(The information requested follows: ) 

All but seven of the agricultural attachés presently assigned at foreign pos 
speak the official language of the country to which they are assigned. Some of 
these have only recently arrived in the country and in all probability will acquir 
knowledge of the language in a reasonable time. 


NUMBERS OF ATTACHES TRANSFERRED FROM STATE DEPARTMENT 


Mr. Natcuer. I have one other question that I would like t 
direct to Dr. Butz. 

Dr. Butz, in the transfer of the attachés from the Department of 
State to the Department of Agriculture, how many men will actually 
be transferred? Can you give us that figure? j 

Dr. Burz. I donot have that with me. We have it all summarized, 
and it could be inserted right here. 

Mr. Narcuer. Let it be inserted in the record at this point. 

Dr. Butz. We have a summary of the number that transferred and 
the number that will not transfer. 

(The information requested is as follows:) 


Agricultural attachés 
Transferred to USDA 


uM IE ONIN haa arn as rein diva dhe sla iac er area ub eee 8 
Not transferring 18 


TRAVEL FUNDS FOR ATTACHES 


Mr. Horan. May I make one other observation. It seems that ow 
attachés and those working in agriculture were only getting a small 
proportion of their appropriations from this subcommittee. They 
were going to FOA and other agencies and getting money by the fists 
fuls to travel. We hope we have corrected that. We realize that thes 
attachés are no good to us if they are just sitting in an office in some 
nation’s capital. They have to get out and move around and get this 
information. We have taken care of this travel item? 

Mr. Minor. We have some increase for travel in our budget and i! 
is especially important due to the additional travel that will b 
required. For example, in Mexico, where we have been getting 4 
number of reports from several consulates, the attaché will now hav 
to do the job, which means that he and his staff are going to have t¢ 
travel and funds are included for that. 

Mr. Rossiter. About 4 months ago, we transmitted to the field 
authorization for travel for the balance of this fiscal year. We have 
had no complaints since that has gone to the field. . 

Mr. Lopwicx. Where we are proposing to establish another attaché 
office in Africa, the traveling expenses of that post will be terrifically 
out of proportion compared with the other posts that we have, becaus 


the attaché in Africa has a terrifically greater area to cover. Whel 
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ou look at the map and see what he has to cover, you can see what 
s involved. 

Mr. Wutpp.e. It is planned to put men in west Africa, east Africa, 
nd north Africa. Obviously, they will need to do a good deal of 
traveling. It is quite different as compared to Belgium or Holland 
y another country of that size. 

Mr. Minor. We have given the figure of 81 attachés, but if the 
negotiations with the Department of State are concluded, as I believe 
 Postiithey will, and we receive the funds that we have requested here, we 


Please 
Which 


ome of 3 
sequal vill have a few more than that because we will be putting on some 
BBpeople with the money that is set up in the budget now to pay the 
State Department for reports. This change will not require additional 
ENT unds, but it may mean additional people. 
Ke ty EXPORT PRICES OF SELECTED AGRICULTURAL COMMODITIES 
ent of Mr. MarsHAuu. Dr. Butz, we have heard considerable comment 


tually Mabout the American farm products pricing themselves out of the world 
. .fgmarket. Mr. John Davis was before this committee in 1954. He 
ize, Mcupplied for this committee information concerning the prices of the 
various export nations for the basic commodities and dairy products. 
‘Hwe would appreciate it if that same information would be supplied 
d and M¥for the record. 
Dr. Burz. We can do that. 
Mr. BurMEIsTER. We have the information and will insert it. 
(The information requested is as follows:) 


Export Pricres oF SELECTED AGRICULTURAL COMMODITIES 










Prices of agricultural commodities from various countries are always hard to 
compare because of differences of type, quality, grade standards, and transporta- 
tion costs to foreign markets. In cotton, for example, there are the variations of 
staple length and grade, plus the quality differences which soil, climate, and 
variety give to cottons of different countries. Today world comparisons are 
made even more difficult by such things as currency manipulations, barter arrange- 
ments, multiple prices, and multiple exchange rates which vary with the currency 
of payment. J 

Most of the following quotations are therefore not comparable and give only 
avery rough idea of price differences between some of the major exporting coun- 
ries, On Or about January 1, 1955. 


at our 
ne 
small 
They 


fists. 


can WHEAT 
some 
t, this Canada: No. 2 Manitoba Northern, in store, Fort William-Port Arthur, $1.70 
per bushel; e. i. f. United Kingdom, $2.25. 

Argentina: The latest available f. o. b. export price is $1.78 per bushel; ec. i. f. 
und it United Kingdom, $2.12 (delivery February). 
ill be Australia: Price f. 0. b. Sidney, $1.62 per bushel; c. i. f. United Kingdom, $2.10 
ing a lelivery April-May ). 2 oe 
have France: Price f. o. b. French ports, approximately $1.75 per bushel; e. i. f. 


United Kingdom, $1.96 (delivery February—March). 

ve (0 United States: No. 2 Soft Red Winter, f. 0. b. Atlantic ports, $1.74 (i. e., $2.51 
minus export subsidy of 77 cents); ec. i. f. United Kingdom, $1.98 (delivery 

field Mg. cbruary). 

No. 1 Dark Hard Winter, f. 0. b. Texas ports, $1.81 (i. e., $2.60 less export 


have bsidy of 79 cents); ¢. i. f. United Kingdom, $2.08. 
No. 1 Western White, f. 0. b. west coast ports, $1.67 (i. e., $2.40 less export 
tache i dsidv of 73 cents); ec. i. f. United Kingdom, $2.12. 
ically 
cause CORN 
WVhen Most of the corn moving in world trade comes from Argentina and the United 
‘ates 
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United States price: No. 2 Yellow, f. 0. b. Atlantie ports is about $1.74 
yushel. 

Argentina price: No recent quotation available as Argentina is not now offer. 
ing corn for export. Prices in Argentina early in the season were reported 4; 
$1.36 per bushel but they are known to have strengthened later in the seasoy 
Prices c. i. f. Liverpool in January were: Argentina, $2.04; Brazil, $1.98; South 
Africa, $1.99; United States, $2.01 per bushel. 


per 


RICE 


January 1, 1955, range is now $135 to $140 per metric ton f. 0. b. for Southeay 
Asia rice. 

United States rice, January 1, 1955, moving to Asia on basis limited sales oy) 
$163 per metric ton f. o. b. United States ports. 


COTTON 


Prices per pound, export taxes, if any, included (as of December 30, 1954): 

Egypt: Ashmouni, Good (about 1% to 1%» inch), 41.99 cents net weight f. o. }) 
warehouse, Alexandria. 

India: Broach Vijay, Fine, 32.18 net weight f. o. b. Bombay. 

Pakistan: 289F Punjab, Saw Ginned, Fine (about 1%65 inch), 38.55 cents net 
weight f. o. b. Karachi. 

Turkey: Acala I (about 1%2 to 1%¢ inch), 39.37 cents net weight f. o. b. Adana, 

Peru: Tanguis, Type 5 (about 1% inch), 37.68 cents net weight, Lima. 

Brazil: Sio Paulo, Type 5 (Shy Middling 1%2 inch), 38.00 cents net f. o. } 
warehouse, Santos. 

Mexico: Matamoros, Middling, 1%2 inch, 34.61 cents gross, f. 0. b. Browns 
ville, Tex., equal to 36.05 cents net weight. 

Average United States Houston-Galveston-New Orleans: Middling, 56) inch, 
34.10 cents per pound gross f. 0. b. warehouse or 35.54 cents gross for Middling 14) 
inch, equal to 37.02 cents net weight. 

Note.—Cotton prices in nearly all foreign countries on January 1, 1955, were 
above United States prices. This is the reverse of the situation existing 1 year ago 
when foreign cottons were being offered at prices below the price of United States 
cottons of comparable quality.) 


TOBACCO 


There is no such thing as a world price for tobacco, as tobacco produced in different 
countries not being closely comparable because of difference in quality. However, 
it is possible to make rough comparisons for similar qualities of tobaccos. Top- 
quality Southern Rhodesian flue-cured leaf prices were above those for similar 
United States grades of the 1954 crop, while prices for medium and low grades were 
below those for similar United States grades. Canadian prices generally have been 
somewhat lower than those for similar grades of United States leaf. The overall 
average price for the 1954 crop of flue-cured tobacco in the United States averaged 
52.6 cents; that in Southern Rhodesia was equivalent to 44.7 United States cents 
per pound; and in Canada, 42% cents (plus 2 cents for tying and sorting). 

PEANUTS 


Generally speaking, peanuts are grown for edible uses in the United States, 
while in the rest of the world most of the peanuts are used for crushing. Edible 
peanuts have about twice the value of peanuts for crushing. For this reason, 
prices of peanuts in the United States are not directly comparable to those in the 
rest of the world. Producers in British and French West Africa, which supply 
most of the world’s export of peanuts, received up to 5.4 cents per pound, in the 
shell, for recent crops. In mid-January shelled peanuts in Bombay were priced 
on the local market at 3.8 cents per pound as compared with 4.9 cents in September 
1954 and 6 cents per pound in January 1953. Thus far, United States farmers 
have received an average of 12.3 cents per pound, farmers’ stock basis, for 1954 
crop peanuts. 

The United States does not normally export peanuts since the objective 0 
production is to supply the domestic edible peanut market. When peanuts are 
in excess of these requirements they are normally exported for crushing. Due to 
reduced vields from the 1954 peanut crop relatively few peanuts have been ev 
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rte] as crushing stock. Exports of shelled peanuts amounted to 4,297,623 
ynds during * September—-N ov ember 1954, at an average price of 14.6 cents per 


seadh 
nts per pound, 


Exports of peanuts, in the shell, amounted to 155,661 pounds at 23.7 


Pices of butter, cheese, and nonfat dry milk solids (prices in United States cents per 


pound) ! 


Nonfat dry solids 


Country Date Butter 2? | Cheese § |—————>— 
| Spray Roller 
<eahaenscntindsenaprenlions: pe ARE ie sinsessciaaniicalaalatanicmeeiil 
etherlands: 
Export | January 1955 50.0 30.1 10.0 | 9.3 
Wholesale November 1954 46.3 27.4 
enmark | 
United Kingdom contract Current 40.5 
{verage, other exports-- November 1954— 48.4 
January 1955. 
Do January 1955 28.9 
Export | July 1954 12.5 
Wholesale | December 1954 42.6 
hustralia | 
United Kingdom contract | Current 38.0 20.9 
Other export _ - | January 1955 40.6 22.0 9.4 6.7 
Wholesale do 40.8 25.7 
ew Zealand: Export November 1954 42.0 22. 5 8.7 
fanada: Export | January 1955 63. 2 29.0 9.3 8.3 





Export prices f. 0. b., except Canada—f. a. s. 
Basis United States standard 80 percent butterfat content. 
Cheddar cheese or similar full cream type. 


PROPOSED INCREASE IN WASHINGTON STAFF 


Mr. MarsHaLL. What increase are you providing in your Wash- 
ington office staff out of these funds that are being requested? 

Mr. Minor. The funds provide for an increase of 8 people in the 
Washington staff—5 professional people, and 3 clerical. They will 
be working with the attachés and providing material for them 


BREAKDOWN OF ALLOTMENTS RECEIVED 


Mr. MarsHALL. What use did you make of section 32 funds last 
year? We would like a breakdown of that by commodities, together 
with the administrative purposes for which you used funds. 

Mr. Minor. We have allotted to us this year $1,100,000 of sec- 
tion 32 funds for market development activities and $196,625 for 
section 22 import control studies and administration. 

For 1956, we will require $100,000 increase to put this year’s oper- 
ition on a full year basis, which will make $1,200,000 for market 
development, and $196,625 continuing for the import control activi- 
es. That finances foreign marketing and commodity analysis activ- 
ities of our six commodity divisions and related activities and our 
foreign trade activities. There is a possibility that in our trade 
promotion activities some additional funds, but a proportionately 
small amount, will be needed for 1956. We can not tell you the 
amount at this time. This is a development that is in process and 
itcludes dollar costs of participation in trade fairs and other trade 
development activities which may also utilize foreign currencies under 
Public Law 480. 

(The information requested follows: ) 
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Quantity of commodities exported and payments made from sec. 32 funds dypi 
fiscal years 1953 and 1954 


1853 1954 





Commodity and unit 


| 
Quantity | Payment Quantity 








ai dicate cela Saceease esas ees Seino een Bee Os olssccsckesau po eae tee | 9,322,000 | $1, 500.0% 
Fruits: | | 

I TO es gin cinbianhanwauek pounds..|......-- Ls dissec aie tae 7? bg 

SPINOR MEINE oO oon. ci cp cuckchannteaa cases _-| 67, 403 | $44, 347 38, 760 » 

NN etaccceunbtasinn : A 271 | ee te oe 

Grapefruit, fresh____- Sa eee 160, 357 | 124, 256 280, 011 O10 ii 

Grapefruit juice, concentrated.......-..--- gallons__-| 48, 387 | 42, 633 | 58, 177 38 891 

CRN MOM. 8. css dninscencncemid cases. _| 7, 967 | 8, 008 24, 646 24 

Grapefruit juice, sugar sweetened___._..-.--- do... ..1 289, 309 | 167, 351 376, 149 204.917 

SS SE OE ee ae boxes--| 61, 742 | ce ae 

Lemon juice, sugar sweetened._........__-- cases. -| 370 | 626 ee Rabe 

tS eee ibinwacsnd axe boxes..| 3,406,702 | 4, 370, 572 3, 936, 741 4, 208, a 

Orange juice, concentrated. .........-.---- gallons__| 434, 263 | 378, 158 669, 907 531, 6 

Orange juice, sugar sweetened--.-.-_..-.....---cases_-| 369, 287 | 276, 775 | 365, 568 22) 402 

DUNNING ph de otc ota do chances aa deneee TO irc hanna) scasces-sess] 298, 287 208, 27 

on caulk wake tons..| 5, 395 | BFE EO Neannwe ‘ 

PE GIR asin citi nap ewtnbdnccssde cand do pd 86,522 | 4, 453, 539 49, 478 } 1,971,777 
ad ote Ec tire ee oe pounds_-_ | * 456, 226 1, 203, 239 | 17, 604, 297 | 670, 47 
Ma cithnccssunconntdliedssventodiewcunees Wee i clekens) anos |--.-..--...-| 15,960,219 | 2.905 39 

ae plcnchbhieetebabdeh tnitomnicnanbine chiens bt imidawbnigie “11, 445, 799 bs eats wacker Ae 
| | 














INCREASE IN ALLOTMENT TO FOREIGN AGRICULTURAL SERVICE FROM 
ADMINISTRATIVE FUNDS FOR REMOVAL OF SURPLUS AGRICULTURAL 
COMMODITIES (SEC. 32) 


An increase of $100,000 for foreign market promotion to enable the Departmeri, 
through the Foreign Agricultural Service, to put on a full-year basis the expansion ¢ 
the program for development of foreign market outlets for surplus and potentially 


surplus American agdricultural commodities.—Production of agricultural commoé- 
ties in the United States is continuing at a high level without sufficient dispossl 


of the surplus into foreign markets. Not only are the maintaining, regaining 


and expanding of foreign markets for United States agricultural products impor'- 
ant as a means of meeting the problem of surplus and potentially surplus produ- 
tion, but they are also necessary for the maintenance of a sound national economy 


in the interest of farm people, those engaged in business and service organizations 
and the public. The stepping-up of international trade can contribute materiall\ 


to the solution of the world’s farm and food problems, and to the establishment of 


peace and stability among the nations of the world. 


In addition to the $800,000 shown in the 1955 budget for this program, there 


has been allotted to this Service an additional $300,000 for an expansion of t 
program in the fiscal year 1955. The additional $300,000 was allotted on th 


basis of approximately three-fourths of a full-year’s operation. It provided for 


additional market specialists and supporting staff and for additional travel | 


enable the Foreign Agricultural Service to followup foreign market-developmen! 


activities and opportunities reported by the consultants who constituted tl 
agricultural trade missions and who visited 35 countries throughout the world 
The increased funds also provided the additional staff in the Foreign Agricultura 


Service to assist in coordination and development of Commodity proposals under 
title I of the Agricultural Trade Development and Assistance Act of 1954 (Public 
Law 480 approved July 10, 1954) which authorizes the sale of surplus agricultural 


commodities for foreign currencies. 


The inerease of $100,000 will place this work on a full-year basis in 1956 and 
will enable the Foreign Agricultural Service to continue its stepped-up progra” 


} 


in maintaining contacts with various potential markets, in administering tit! 
under Publie Law 480, and in following up on leads reported by the agricult 
trade missions and other sources. 
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sd Obligations by objects 
Object ¢ lassification: Estimate, 1956 
Ol: ae netb oor 2 2. Se. ee $1, 138, 100 
OS Be eas ests eho dh eA Ak 173, 500 
ies 03 Transportation of things age rt ee ee ee ee Le Ee! ee 5, 900 
—— (04 Communication services faeeiog bts eas 20, 200 
its 06 Printing and reproduction _ _-_--_-- sue ? 2 17, 900 
15 07 Other contractual services _ __ bodes at ie 600 
“rn Services performed by other agencies__--_---- “ 21, 200 
272, 08 Supplies and materials meee ere 10, 500 
22 3 09 Equipment ’ ; aes ‘ 6, 825 
aaa 15 ‘Taxes and assessments - : . lie iene : 1, 900 
38, — - 
- Nj Total obligations. __.........._.-- ; ea eae 396, 625 
Mr. Minor. If this is the appropriate time, L haw e four copies of 
4,208,0ilmm our publications that I thought might be of interest to the members 


>») wim of the committee for reference material, and we will hand these out 
28 0 tg you now. 

Mr. MarsHatu. We have a few more questions, and then you 
sfagcan hand them out. After we have completed the questioning, you 
raf may like to discuss these pamphlets. 





2, 989, a 

a4 USE OF FOA FUNDS 

FROM , . , . . 
rURA What uses are you making of funds transferred from the Foreign 


Operation Administration? 

Mr. Minor. The only funds we get from the Foreign Operations 
Administration are, under an agreement with FOA, for conducting a 
training program for foreign nationals who come to this country, 
for providing a limited amount of technical support for FOA activi- 
ties, for some special projects which we carry on for them.There are 
also some funds that are provided for the purchase of commodities 
which go to the Commodity Credit Corporation. The training pro- 
gram, technical support and special projects are in accordance with 
a very specific agreement which we completed with FOA approxi- 
mately a year ago. 

Mr. Wurperie. This appeared in our record last year. 
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f this PROPOSED CHANGE IN LANGUAGE 

n tl 

nd for Mr. Marsuatut. Do you have some changes in your language 
vel (OM proposed this year? 

oi Mr. Minor. The language change this year is to delete the language 


vor Which provided for the transfer of $1,400,000 from the Department of 
itural MJ State to the Department of Agriculture, to incorporate reference to 
inderfill Public Law No. 690 which authorized the Secretary to employ at- 
@ tachés and assign them abroad and to provide a limitation of $20,000 
on the amount of representation allowance which the attachés may use. 


o AGRICULTURAL TRADE MISSIONS 





_ Mr. Marsnauu. Mr. Lodwick, we would appreciate it if vou would 
supply to the committee the names and connections of the people 
who have served on your trade missions and a little background 
information on their work. 

(The information requested is as follows:) 


; 
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MEMBERSHIP OF THE MISSIONS 


The missions were made up of persons closely associated with United Stat« 
agriculture and its trade problems. With few exceptions, they were not affiliated 
with the Federal Government. Designations were made with the advice an 
counsel of the Secretary’s Advisory Committee on Foreign Trade and Technieq 
Assistance, and in consultation with farm-producer groups, agricultural trad: 
groups, and national farm organizations. The mission members were: 


European Mission (northern group) 


Chairman: F. R. Wilcox, assistant general manager of Sunkist Growers. |p 
Angeles, Calif., and former director of the Department’s Foreign Agricultura) 
Service. 

Executive secretary: Horace G. Bolster, member of the Foreign Agricultura) 
Service, USDA, and former United States agricultural attaché in the Netherlands 
and Iran. 

Berry Akers, editor-in-chief, the Farmer, St. Paul, Minn. 

J. B. Hutson, president of Tobacco Associates, Washington, D. C., and member 
of the USDA Advisory Committee on Foreign Trade and Technical Assistanc¢ 

James Klahre, general manager of theApple Growers Association, Hood River 
Oreg. 

Chris Milius, president of the Nebraska Farmers Union, Omaha, Nebr., and 
member of the National Agricultural Advisory Commission. 
oe Namm, president of Namm-Loeser’s Department Store, Inc., Brooklyn, 

George M. Strayer, executive secretary of the American Soybean Association, 
Hudson, Iowa. 


European mission (southern group) 


Chairman: N. I. Nielsen, Federal-State statistician for agricultural estimates 
with the Agricultural Marketing Service, Portland, Oreg., and former United 
States agricultural attaché in Paris. 

Executive secretary: James O. Howard, member of the Foreign Agricultural 
Service, USDA, and former United States agricultural attaché in Portugal. 

B. F. Beach, general manager, Michigan Producers Dairy Co., Adrian, Mich. 

John Bird, associate editor of Country Gentleman magazine, Philadelphia, Pa, 

W. Rhea Blake, executive vice president of the National Cotton Council, 
Memphis, Tenn. 

Guy Josserand, wheat and livestock farmer, Dodge City, Kans. 

James J. Love, tobacco and livestock farmer of Quincy, Fla. 

Henry E. Miller, vice president of the Kirby Block Co., New York, N. Y. 

W. R. Ogg, director of international affairs for the American Farm Bureau 
Federation, Washington, D. C. 

Marvin A. Schaars, agricultural economist of the University of Wisconsin, 
Madison, Wis. 

P. O. Wilson, secretary-manager of the National Livestock Producers Associa- 
tion, Chicago, Ill. 


Asiatic mission 


Chairman: Homer L. Brinkley, executive vice president of the National Council 
of Farmer Cooperatives, Washington, D. C., and United States representative to 
several international conferences on agriculture. 

Executive Secretary: T. O. Engebretson, member of the Foreign Agricultural 
Service, USDA, with several years of experience for the United States Government 
in the Far East. 

Gordon Boals, director of export programs for the Millers National Federation, 
Washington, D. C. 

Earl E. Hanway, publisher of the Casper Tribune Herald, Casper, Wyo. 

Fred A. Hobart, member, board of directors, American National Cattlemans 
Association, Pampa, Tex. 

T. O. Kluge, manager of the California Prune & Apricot Growers Associatio!, 
San Jose, Calif. : 

E. M. Norton, executive director of the National Milk Producers Associatio", 
Washington, D. C. 

J. Stuart Russell, farm editor of the Des Moines Register and Tribune, lows, 
and member of the USDA Advisory Committee on Foreign Trade and Technica 
Assistance. ’ 

R. C. Travis, tobacco consultant of the Burley Tobacco Growers Cooperative 
Association, Lexington, Ky. 

George Wilson, president of the California Farm Bureau, Clarksburg, Calif. 
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Latin American Mission 

Chairman: Dean Harry J. Reed, of Purdue University, Lafayette, Ind., and 
United States food representative to Pakistan in 1953. 

Executive secretary: Arthur G. Kevorkian, member of the Foreign Agricultural 
service, USDA, with 17 years of experience for the United States Government in 
Cuba, | ieuador, and Nicaragua. 

George Blair, executive secretary of the American Rice Growers Cooperative 
Association, St. Charles, La. 

Robert R. Coker, president of Coker’s Pedigreed Seed Co., Hartsville, 5. C., 
and member of the USDA Cotton Advisory Committee. 

8, Log George B. Pfeifer, general manager of the Northern Star Dairy, St. Paul, Minn. 
Utural Paul Sanders, editor of the Southern Planter magazine, Richmond, Va. 

Joseph C. Scott, president of the Bankers Security Life Insurance Co., Okla- 
tural homa City, Okla. 
rlands A. B. Sparboe, chairman of the export advisory committee of the Millers 

National Federation, Minneapolis, Minn. 

Milo K. Swanton, executive secretary of the Wisconsin Council of Agricultural 
ember Cooperatives, Madison, Wis., and member of the National Agricultural Advisory 
tanee, Commission. 


River \lfred J. Tiseh, partner in the James Mills Orchards Co., Hamilton, Calif. 
Mr. F. R. Wileox, chairman of the Northern European Mission, became ill 
+ ad during the visit to London and was unable to continue with the group. Mr. J. B. 
Hutson was designated to serve as chairman thereafter. Mr. N. I. Nielsen, 
Kk lyn, chairman of the Southern European Mission, was unable, for business reasons, 
; to participate in the writing of the general report following the return to Wash- 
ation, ington. Mr. W. Rhea Blake was asked to serve in his place. 
COUNTRIES VISITED 
ee The missions visited the following countries: 
nited 
European mission (northern group) 
tural 
United Kingdom ! Denmark Austria 
ich. France ! Norway Switzerland 
, Pa. Belgium Sweden Germany,! 
incil, Netherlands 
European mission (southern group) 
United Kingdom ! Spain Turkey 
France } Italy Greece 
rea Portugal Egypt Germany ! 
nsi Asiatic mission 
Pakistan Thailand Philippines 
ocla- . ° 
India Indonesia Hong Kong 
Burma Singapore Japan 
incil Latin American mission 
fe t0 ‘ ‘Lh: . 
Mexico Chile Brazil 
; Panama Argentina Venezuela 
bural (" : + E ‘ 
aoa colombia Uruguay Cuba 
Peru 
tion, The northern and southern European groups visited these countries together. 


The missions left Washington, D. C., on April 10 and 11, 1954, and returned 
ans May 25 and 27, 1954. From 3 to 5 days of conferences generally were held in 
each country. 

Mr. Minor. The report of Agricultural Trade Missions, including 
‘ion, #@ their impressions and recommendations was published in June 1954. 

Mr. Wuiprte. Mr. Chairman, we have had universal praise for the 
setting up and oper ation of these trade missions, not only from people 
in this country, but also from our representatives and people abroad. 
tive fm From statements that have been made, we felt that these men were 
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using a real statesman-like approach and they handled themselye 
very well. We find there is a better understanding i in this country oy 

the part of our farm people and people in the trade, and there haye 
been suggestions as to what could be done about our problems as , 
result not only of this report, but because of a great deal of hard work 
done by these people since they came back. 

Mr. MarsHauu. Mr. Minor, you have supplied the committee wit) 
pamphlets. 

Did you wish to discuss them at this time? 


FOREIGN AGRICULTURAL SERVICE, PUBLICATIONS 


Mr. Minor. Yes, the first one is a set of maps and charts whien 
give in picture form the foreign agricultural situation and is entitled 
“The Export Problem.”’ We have illustrated it in a little bit different 
way this year. There are statistics in the back which may be of sery- 
ice to you. 

The second is the World Agricultural Situation for 1955, which is 
also an annual publication. It represents the combined efforts oi 
practically everybody in the Foreign Agricultural Service starting 
with the reports coming from the attachés in the field and including 
analyses by people in our organization. 

The third is the Report of Agricultural Trade Missions which con- 
tains a great deal of information which the members of the missions 
spent a great deal of time in developing as well as their recommenda- 
tions. 

The small publication marked ‘ Digest,” I think, may be of in- 
terest and perhaps Mr. Rossiter would like to discuss it. This is 
the first issue in this form, and I think you would be interested in the 
intent and purpose of it. 

Mr. Rosstrer. We have been putting out a monthly trade sta- 
tistical publication with a short digest in the front of it. We have 
found that a great many of our clientele have not been using that 
very much, so that we have tried this digest of just the foreign trade, 
using 2 tables showing the exports and imports for the current month, 
and about 5,000 copies went out about 10 days ago. There have been 
at least 3,000 replies asking to be put on the mailing list. 

Mr. MarsHatu. To whom do they go when you send them out? 

Mr. Rossirer. This first issue was sent out on several of our mailing 
lists such as a wheat mailing list, a cotton mailing list and a soybeat 
mailing list. The response has been very fine. We do not think that 
we can discontinue publishing the Foreign Trade Statistics publication 
because people who keep agricultural Statistics want it, but we can 
probably reduce the number of the larger publication from probably 
5,000 down to a thousand. 

Mr. MarsHautu. You were planning to send this out on a monthiy 
basis, were you not? 

Mr. Rossiter. Yes, sir. 

Mr. Minor. We also have Agricultural Outlook Charts, which 
relate mainly to the domestic situation, and is published by the 
Agricultural Marketing Service. Dr. Butz suggested that we bring 
copies for you since it was our understanding that they had not been 
furnished to you in connection with this hearing and that you migh' 
like to have those to go along with the foreign situation. 
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Mr. Wurrpte. May I add that we have been able to speed up 
creatly our getting out of those trade statistics greatly by applying 
the ingenuity of people in the Foreign Agric ‘ultural Service, cutting 
some corners, and getting information together rather than waiting 
for historical records. The trade is very much pleased and we are 
relatively up to date. We have had requests from people in the trade 
for material and information which they can use in their own trade 
journals. That is where this information comes in handy. They do 
not have to read through hundreds and hundreds of pages of material 
to get What they need. They are increasingly working through their 
trade and processors to provide up-to-date useful information which 
they can use in their business with a minimum analysis. We are 
getting a great deal of response from them and we are receiving a 
good many requests for more of that type of material. 


TRENDS IN TOBACCO EXPORTS 


Mr. Narcuer. Mr. Chairman, I have been very much interested 
nthe chart that Mr. Burmeister presented to the committee, and | 
wonder at this time, Mr. Chairman, if we could have a chart inserted 
in the record pertaining to tobacco as far as types are concerned for 
the fiscal year 1954-55, to follow right along at the point where the 
charts were inserted. 

Mr. MarsHa.u. If there are no objections, that will be done. 

(The information requested is as follows:) 


TRENDs IN ToBAcco Exports BY TYPES 


Flue-cured.—Exports of flue-cured tobacco from the United States averaged 
about 313 million pounds (export weight) during the period 1935-39, accounting 
for about 75 percent of total tobacco exports. Substantial increases occurred 
during 1945-56, primarily because of the need for stock rebuilding. For 1947-51, 
exports averaged 388 million pounds. They declined in 1952, but jumped 
sharply to 444 million in 1953. The 1954 total was 374 million pounds. 

The United Kingdom for many years has been the principal foreign outlet for 
United States flue-cured tobacco. During the prewar period, that country took 
roughly 60 percent of total flue-cured shipments. In recent years, however, 
Britain has purchased much larger quantities of flue-cured tobacco from Common- 
wealth countries than before World War II. Conversely, imports from the 
United States have declined. Britain’s share in our total flue-cured exports in 
recent years has averaged only 40 percent. Factors resulting in the sharp decline 
in United States exports to the United Kingdom include the following: (1) arbi- 
trary dollar allocations which have severely limited the quantitie s of United States 
leaf available to manufacturers; (2) preferential duty on Commonwealth tobacco; 
3) guaranteed market for about two-thirds of the Southern Rhodesian crop; 
1) admixture of oriental tobacco in cigarettes for home consumption. 

China, formerly the second-largest importer of United States flue-cured tobacco is 
now out of the picture as a Communist country. A number of flue-cured markets, 
however, have increased sharply their imports from the United States. Larger 
exports to West Germany—now the second-ranking outlet, the Netherlands, 
Belgium, Denmark, the Philippines, Australia, Thailand, Indonesia, and Japan 
have tended to offset losses in the United Kingdom and Chinese markets. 

_ Production of flue-cured has increased in countries outside the United States 
rom 400 million pounds in 1935-39 to 1,153 million pounds in 1954. This in- 
crease has enabled other foreign producers of flue-cured to export a higher per- 
centage of total world trade in flue-cured leaf. During the 1920’s, the United 
States accounted for more than 90 percent of world flue-cured exports; in 1934-38, 

» United States share was about 85 percent; in recent years it has been about 
70 percent. 

Light air-cured.—The United States is the world’s principal producer and ex- 
porter of light air-cured tobacco. The two light air-cured types, burley and Mary- 
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land, are produced abroad to only a limited extent. United States exports 
burley are currently running at a level of about three times the prewar avearge. 
During the calendar year 1954, burley exports totaled some 29 million pounds 
(export weight) compared with an av erage of 10.6 million during 1935-39. Mary. 
land exports have been larger than in prewar because of increased shipments ty 
Switzerland. Burely exports, particularly, have been affected favorably by the 
growing demand in many foreign countries for American-type blended cigarettes 
for which burley is an essential ingredient. 

Fire-cured.—For many years, United States exports of fire-cured leaf haye 
been declining. During the early 1920’s, for example, exports of fire-cured 
tobacec from the United States averaged about 200 million pounds (export 
weight) annually; during 1935-39 the average expoit dropped to less than Ad 
million pounds, and in recent years has been running from 25 to 30 millioy 
pounds. Factors involved in this tremendous decline in fire-cured exports include 
the following: (1) Increased production of dark tobaccos in a number of export- 
ing countries outside the United Stetes; (2) incree.sed production of dark tohaceos 
in formerly very-important markets for United States dark leaf such as France, 
Spain, and Itely; and (3) changes in consumer habits, resulting in a decline jy 
demand for tobacco products made from dark tobaccos. 

Dark air-cured.—Exports of these types of tobaccos have been affected adverse) 
by the factors mentioned above in the case of fire-cured.. Exports have bee 
partially maintained since the end of World War II by special purchases, by s 
number of countries, at favorable prices. 

Cigar leof—Exports of cigar leaf from the United States have been much 
larger during the postwar period than in prewar. This has occurred largely es 
a result of inadequate supplies of quality cigar leef available for export in other 
countries. During the past year, or so United States exports of cigar leaf have 
declined considerably from the earlier postwar level, as supplies in other exporting 
countries have increased. 


EXPORT PROSPECTS FOR UNITED STATES TOBACCO DURING THE 1954-55 MARKETING 
SEASON 


Exports of tobacco from the United States during the 1954-55 marketing season 
are expected to be from 5 to 10 percent larger than those for 1953-54, which totaled 
about 460 million pounds (export weight). The movement of leaf under the 
provisions of title 1, Public Law 480, is expected to aid materially in boosting 
1954-55 exports above those for the previous year. 

Another reason for optimism concerning 1954-55 tobacco exports is the improve- 
ment in gold and dollar reserves of most countries in Western Europe. This 
improvement in the financial position of these countries has been accompanied by 
liberalization of import restrictions on ‘‘dollar’”’ tobacco. 

Stocks of United States tobacco held in foreign countries are low relative to 
consumption requirements. Some stock rebuilding appears necessary, especially 
in view of increasing consumer demand for cigarettes. Generally improved 
economic conditions, larger purchasing power, and the greater number of persons 
of smoking age—all should be reflected in increased tobacco exports from this 
country. On the other hand, stepped-up production of tobacco in a number of 
important exporting countries that do not require dollars in payment for tobacco, 
and relatively lower prices for certain grades and types, to some extent may offset 
the factors favoring larger United States exports. 


United States Fe, by kinds of tobacco, July 1954 to January 1955 (export weigh 























| 
Million | Million |) | Million | Million 
pounds dollars || | pounds | dollars 
aia - ee vom - | jean detente imitans ho 
| 
Flue-cured _ _. ‘tend tel an1.0 | 203.7 || Green River...............-- ust 0.5 
Se One Rr ere 14.0 | 6. g || One Sucker.............-..-.- 6 | ! 
Kentucky-Tennessee fire- | || Cigar leaf_......-.------------ 3.5 | 4.9 
tag odtaspaae nada satel | 13.0 | we 2 C *eRanainpn ae aa | s 
Virginia fire-cured_.........-- 2.6 | 1.6 | |-—-——— 
5.7 4.1 OO ic tid so sctnessbiwnds | 336. 9 230 


ee Rape renee | 





Note.— Actual exports for January are not available. Estimates were made. 





Mr. Marsnauu. Thank you, gentlemen. That will complete ou 
hearing on this item 





} 
pl 


Ap t 
iran 
pu 











rts of 
 Carge. 
OUNds 
Mary. 
Tits to 
DY the 
rettes, 


* have 
~Cured 
Export 
han 40 
nillion 
nelude 
xport- 
YBCCOs 
Trance, 
ine ir 


ersely 
: bee 
, by a 


much 
ely 2s 
other 
have 
orting 


ETING 


AsSOn 
»taled 
r the 
osting 


rove- 
This 
ed by 


ve to 
cially 
roved 
Tsons 
1 this 
er of 
Acco, 
offset 


eight 


illion 
pllars 


our 


1213 
FEBRUARY 23, 1955. 
COMMODITY EXCHANGE AUTHORITY 
WITNESSES 


EARL L. BUTZ, ASSISTANT SECRETARY OF AGRICULTURE 

RODGER R. KAUFFMAN, ADMINISTRATOR, COMMODITY EX- 
CHANGE AUTHORITY 

DOUGLAS B. BAGNELL, DEPUTY ADMINISTRATOR, COMMODITY 
EXCHANGE AUTHORITY 

DANIEL A. CURRIE, ASSISTANT TO THE ADMINISTRATOR, COM- 
MODITY EXCHANGE AUTHORITY 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate 1956 estimate 





| | 
Appropriation or estimate - - - --.-- i eal pias ; $700, 000 $693, 000 | $698, 000 
Transferred to ‘‘Salaries and expenses, Extension Service,’’ 
DUPE TEP re REE lig encceccéoccccsnacccennaceteen PTE lcsanamnes oi lininia tema tcceiiin 
Adjusted appropriation or estimate--_..............-----| 692, 273 693, 000 698, 000 
Reimbursements from other accounts__.-...........----------- 419 |- : 
Total available for obligation... .......................-. 692, 692 693, 000 | 698, 000 
Unobligated balance, estimated savings._.................---- —4, 848 : ; 
CRD Tae tees dsc andd enced decnks bie 687, 844 693, 000 698, 000 





Obligations by activities 


| 


Description 1954 actual | 1955 estimate | 1956 estimate 








Direct Obligations | 











1 Ea i oe aa | {ST Senos $45, 834 $46, 000 | $46, 000 
2. Supervision of futures trading... ._.._-- eS ete ee ae 363, 177 377, 200 380, 700 
Oe: Re lai i eter nle earicncin Daabidatiniindainie 159, 773 150, 300 | 151, 800 
4. Investigations.............. LIN ELE 9 BSE EEE 118, 641 | 119, 500 119, 500 
RE ee I cites nis ounetnctoneesinttnnnoninincnninntin 687, 425 | 693, 000 | 698, 000 
Obligations Payable Out of Reimbursements From Other 
Accounts 
RT ain macensataads } OOP Ba ocenxacanwes SERS ener es 
CORRE NN a vince carcantocwscaomabten 687, 844 693, 000 | 698, 000 
F wv i. 
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Obligations by objects 








Object classification | 1954 actual | 1955 estimate | 1956 estims; 
Summary of Personal Services | 
Total number of permanent positions... -........-...-..--- -| 129 | 132 
Average number of all employees--._-_---- abate eean tt 119 123 
Number of employees at end of yvear-_-_- eet < 119 | 122 
Average salaries and grades: 
General schedule grades: 
Average salary oro aan axes $5, 007 $5, 018 $5,031 
Average grade__........-... 5 ee GS-6.8 | GS8-6.9 Grae 
Personal service obligations: ; 
Permanent positions_------- é heh Se j Fs . $611, 748 | $616, 775 $622. 19: 
Positions other than permanent 7 adie anil 659 800 
Regular pay in excess of 52-week base. ao ck Seeeeeee 2, 330 2, 450 9 
Payment above basic rates : Sv te eb eutOkS 300 
Other payments for personal services-_-- aaa 144 
Total personal service obligations. ._.. FeLi eo 614, 881 620, 325 625 
Direct Obligations 
01 Personal services. : = ec Westen a cache a 614, 719 620, 325 625, 025 
02 Travel_- EEE NT ee add cde Mina iietin ce base oe 11, 518 9, 700 7 
03 Transportation of things -- ; gcse = 611 1, 000 1. OWN 
04 Communication services : ene ae 17, 248 19, 900 19. 4 
05 Rents.encd utility serviees...................-.-..... Bees 15, 696 15, 300 15 
06 Printing and reproduction.-__.__-.__---- Piece teak 11, 747 13, 000 13, 00 
07 Other contractual services_.--_-- eee ees wees 6, 505 5, 500 5, 
Services performed by other agencies. __- - 590 850 Ri 
08 Supplies and materials___.._-__-- ea Oren 4, 909 5, 150 513 
ae | es aes 2, 616 | 650 6H 
5 Taxes and assessments............--- 7 1, 266 1, 625 1, 625 
Total direct obligations. -..------ pins noe en canes 687, 425 693, 000 | 698, (0 
Obligations Payable Out of Reimbursements From Other 
Accounts | 
ae no nk al ata wwe aweiined nae auaneak | UE ccabeaoeienaeeticaain ss 
Se RP ies ele and entinaad lau nat niece dence aes ane tsdvaee 257 
Total obligations payable out of reimbursements from | 
OUNGE QOOUUIOU.... none MSE i hl } MEA ao cukainsatock oud 
IIE Fs ici ose accessors sxe oncesmeus 687, 844 | 693, 00 698, 00 


Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimat 


Obligated balance brought forward - ...........----.----------| $54, 554 | $60, 204 | $42, 204 
Obligations incurred during the year----- Ep ixadenaecneemageieasnee 687, 844 693, 000 698, 00 
742, 398 753, 204 740, 204 
Adjustment in obligations of prior years__.-.----------------- —955 |....... ite 
Reimbursements-___- hos —419 
Obligated balance carried forward................------ Ps —60, 204 —42, 204 45, 204 
Total expenditures-_-__- i tp a iigtccepaih oa emis . 680, 820 711, 000 695, OK 
Expenditures are distributed as follows: | 
Out of current PRISER scateccdseesunescinnaadcs 627, 259 | 652, 000 | 654, 00 
Out Of prio’ QUUROFINATIONS......... cn cccececencccece.. 4 53, 561 | 59, 000 | $1, 0 


BUDGET JUSTIFICATION DATA 


Mr. MarsHauu. We now have the Commodity Exchange Authority 
before us. 

We will insert pages 122, 123, and 125 through 133 of the justifica- 
tions. 

(The pages referred to follow:) 








ComMmopity ExcHANGE AUTHORITY 


-. PURPOSE STATEMENT 
eStimat 
— The Commodity Exchange Authority administers the Commodity Exchange 
ict of September 21, 1922, as amended. 
The major objectives of the act are: To prevent commodity price manipulation 
Mend corners; prevent dissemination of false and misleading crop and market 
nf nformation affecting commodity prices; protect hedgers and other users of the 
commodity futures markets against cheating, fraud, and manipulative practices; 
nsure the benefits of membership privileges on contract markets to cooperative 
5,09 Messociations of producers; insure trust-fund treatment of margin moneys and 
G34; HM pquities of hedgers and other traders and prevent the misuse of such funds by 


brokers; and provide information to the public regarding trading operations and 

$6.22, 95 contract markets. 
> The basic act was designated as the Grain Futures Act and conferred limited 
* quthority with respect to futures trading in grains only. By amendment of 
line 15, 1936, its short-title designation was changed to ‘‘Commodity Exchange 
\ct,”’ and its regulatory provisions strengthened and extended to cotton, millfeeds, 
—— tter, eggs, potatoes, and rice. By amendment of April 7, 1938, wool tops were 
added to the commodities subject to the act; fats and oils, cottonseed, cottonseed 
meal, peanuts, soybeans, and soybean meal were added by the act of October 4, 








™ 5 1940, and wool was added by enactment of Public Law 690 of August 28, 1954. 
1,00 These functions carried out under the act are performed through a central 
19, So organization in Washington and five field offices, located in the commodity markets 
13 On at Chicago, Kansas City, Minneapolis, New Orleans, and New York. On 
5, 80 November 30, 1954, the Commodity Exchange Authority had 115 employees, 
_ fe 36 of whom were stationed in Washington, D. C., and 79 in the field offices. 

6 Appropriated funds: 
7 \ppropriated, 1955 es _. $693, 000 

198, (0 Budget estimate, 1956___- ine a epee ay ce _ 698, 000 

Salaries and expenses 
Appropriation act, 1955_ _ - . $673, 000 
Supplemental appropriation for 1955 (Supplemental Appropriation 
— Act, JUpOeaed 2ue. cu Lise nu Bags stes Seats ; 7 20, 000 
Bese for 18062 iru. ic.: SE J ek REL, 693, 000 
98, 0d Budget estimate, 1956_____. 4 ah) fe ; aed. * tl en Fe 698, 000 
Increase (for placing on full-year basis regulation of futures trad- 
ing in wool under provisions of amendment to the Commodity 
Exchange Act effective in 1955) __- sa i Gt Sata cs la pis +5, 000 
: Project statement 
0 
: g 1955 (esti- Increase or 1956 (esti- 

12 4 > » 95 

8 00 Project 506s mated decrease mated 

0, 204 1: Laneeunals 2k oo ee aired Te $45, 834 $46, 000 }......-- ‘ $46, 000 

¢. Supervision of futures trading ban Sania eb GAe 363, 177 377, 200 +$3, 500 380, 700 

on Audits eakina ; : 159, 773 150, 300 +1, 500 151, 800 
ea 4. Investigations ase 118, 641 BIG, O00 Poo nascns 119, 500 
\ obligated balance - ------ : Jaman 4, 848 

Total available or estimate__-------- - 692, 273 693, 000 +5, 000 698, 000 
nie lransferred to ‘‘Salaries and expenses, Exten- 

| sion Serviee acs uilaccncue aa +7, 727 

Total appropriation or estimate - ------- 700, 000 693, 000 

; STATUS OF PROGRAM 

ty 


Objective and functions.—Enforcement of the Commodity Exchange Act 
requires supervision over 17 commodity exchanges designated as ‘‘contract 
“al narkets.”” Enforcement is a continuous process involving: 

1. Market designation and broker registration: (a) Designation of commodity 
exchanges as contract markets; (b) annual registration of futures commission 
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merchants and floor brokers; and (c) continuing review of exchange rules gy 
regulations. 


2. Supervision of futures trading: (a) Compilation, audit, tabulation gy Put 
review of trade reports and current market analyses; (b) establishment, enfora,g™mum© 
ment and review of speculative limits; (c) review of market news and lette,{m™py + P* 
(d) maintenance of a quotation and ticker service; (e) analysis of cash commodiyfmmt 8.46 
transactions; (f) cooperative activities with control committees of contrgfii™perce! 
markets; (g) observance of floor trading; and (h) compilation and publication gm 2st" 
market information. ural ¢ 

3. Prevention of misuse of customers’ funds: (a) Audit and examination yggro™ ©! 
records of futures commission merchants and (b) analysis of brokers’ financiy Vol 
statements. sigh le 

4. Investigation and control of trade practices: (a) Investigation of com.qjjjaod ™ 
plaints and alleged and apparent violations; (6) trade practice audits and surveys The 
(c) investigation of delivery practices; and (d) preparation and presentation of fM™bust® 
evidence of violations in administrative hearings and judicial proceedings. soy bei 

in wh 

RECENT ACTIVITIES « 

ri€ 

Markets, commodities, and brokers increa 


During the fiscal year 1954 the Commodity Exchange Authority supervise a0"' 
futures trading on the commodity exchanges designated as contract markets unde 


) 
i Ne 


the Commodity Exchange Act. The 17 commodity exchanges, currently desig. H!0’ 
nated as contract markets, and the 19 commodities in which futures trading wa Act 
conducted are listed below: the p 

Market Regulated commodity pe ss 
Chicago Board of Trade-_--------- ... Wheat, corn, oats, rye, soybeans, lard MB yy), 


cotton, soybean oil, grain sorghums 
soybean meal. 


Chicago Mercantile Exchange_________ Butter, eggs, potatoes. 
Chicago Open Board of Trade________- Wheat, corn, oats, rye, soybeans. 
Duluth Board of Trade___...._...._..- (No trading in 1954 fiscal year.) 
Kansas City Board of Trade_____._.__.. Wheat, corn, bran, shorts, grain sor. 
ghums. Whea 
Memphis Board of Trade Clearing Corn 
PORN II on Gi cha Sa ae Gana care Cottonseed meal, soybean meal, soy- Hy 
beans. he 
Milwaukee Grain Exchange_____._.___._._ Wheat, corn, oats, rve. Flaxs 
Minneapolis Grain Exchange__._._._._._._._ Wheat, oats, rye, flaxseed. Grain 
New Orleans Cotton Exchange........ Cotton. weak 
New York Cotton Exchange __---- j20 Do. Butte 
New York Mercantile Exchange-_----- Potatoes. Eggs 
New York Produce Exchange - - - - - - - -- Cottonseed oil, soybean oil. on 
Portland Grain Exchange____________- (No trading in 1954 fiscal vear.) Soyb 
St. Louis Merchants’ Exchange_____-_-- Do. Lard 
San Francisco Grain Exchange - ------- Do. Sher 
Seattle Grain Exchange __ __--_-_- eos tee Wheat. Cott 
Wool Associates of the New York Cot- Soyh 
ton teamebnre ek Se cc we c be ag Wool tops. 
During the fiscal vear 1954, there were 623 futures commission merchants h 
registered, compared with 658 during the previous year. The number of floor 001 
brokers registered was 851 compared with 866 a year previous. As of June 30, 46 


1954, the registered futures commission merchants maintained a total of 1,864 
principal and branch offices, and had agents in 291 offices other than their own 


: wel 
engaged in soliciting or accepting orders for the purchase or sale of commodities lar 
for future delivery. Of the 571 active futures commission merchants registered %& 
of June 30, 1954, for the 1954 calendar year, 303 were partnerships, 161 were sul 


corporations, and 105 were sole proprietorships. 

Bylaws, rules, regulations, and resolutions submitted to the Authority by con- 
tract markets pursuant to requirements, were reviewed currently and change: 
proposed whenever necessary to effect compliance with the statute. 

Registration fees collected from futures commission merchants and floor brokers, 
which are deposited with the United States Treasury as miscellaneous receipts 
totaled $18,062, as compared with $18,676 for the previous year. 
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ales ang utures trading 

Futures transactions.—Trading activity in all commodities as measured by 
umber of transactions (purchases and sales in terms of contract units) decreased 
y 4 percent from the previous year. In 1954, total transactions were estimated 
; 8,460,000 compared with 8,792,000 in 1953. The 1954 figure was 23 percent 
nercent above the 10-year (1944— 53) average of 6,880,000. 

Estimated value of trading.—The value of futures trading in regulated agricul- 
yral commodities was estimated at $42,135,519,000, a decrease of 7.5 percent 
rom the 1953 total of $45,560,276,000. 

Volume of trading. —Figures on trading volume given below show continued 
igh levels in the grain and fats and oils markets, but a marked decrease in cotton, 
f commend mixed trends in other commodities, — ' 
urveys The futures volume in all grains, including soybeans, was 14,228,011,000 
tion’ off|™mbushels, an increase of 8.6 pe oy over the preceding fiscal year. Activity in 

soy ans, amounting to 5,147,957,000 bushels, was the largest on record. Trading 
, wheat also increased considerably, and was above the average for the preceding 
10- year period, 
The relatively large volume of trading in fats and oils was accounted for by 
increased activity in soybean oil and lard. Trading in cottonseed oil dropped to 
ervisej mmavout one-third that of 1953. 
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: Under The cotton futures volume, amounting to 44,886,000 bales, was 51 percent 
desig. AAEbelow 1953, and the smallest since 1945. 
ng was Activity in egg futures was at a record high being slightly larger than in 1951, 


the previous record year. Trading in potato futures dropped considerably below 
the record level of 1953, but was much larger than in any year preceding 1953. 








lard BM Volume of futures trading on all contract markets combined, by commodities, fiscal 
1UMs years ended June 30, 1958, and June 30, 1954 
; : Percent of 
Commodity Unit 1953 1954 increase or 
decrease 
Wheat. .: «tsscenes ise derateagthiameten 1,000 bushels- -.._..- 3, 780, 534 4, 763, 276 +26. 0 
CGD... . .i0t cataahseeeamashes anne tuanianttene i eaiitteet wean 2, 811, 204 2, 343, 979 —16.6 
Sov: ONE... eer eucrs kes cbseeeuheece aa adeewd 2, 421, 173 1, 232, 496 —49. 1 
Die. 2.5.20 ee i et 1s a eel Miss sek: 703, 044 724, 630 | +3.1 
PRONG. nnnrsitacibenryeenberire) ig sls Nee alec acs ea 3, 346, 329 5, 147, 957 +53. 8 
Flatseed reese opal ie es (eel an egliinats 32, 039 14, 637 —54.3 
in sorghums_..-.....----...--------| 1,000,000 pounds.- = 682 58 —91.5 
Deli... «bide chbaksieiesine ania cncaag’ 1 Is «3.2 <a 91, 335 44, 886 —50.9 
\ Vo0l CNB tc bahia ole deaesid~<aqat ase ...| 1,000 pounds. -.-..._-.. 154, 910 103, 540 —33. 2 
RES frets aries ai, a niin ca einai 7, 293 115 —98. 4 
Bh .oc cseereasecee tone ; Soee ee peen eee A hE os 145, 588 149, 163 +2.5 
Potatoes... 5688 ee Lies suit on cceMeet on eet. te... 123, 449 67, 525 | —45.3 
ROLL DIINE OR an. ia ove goecsinwewanaensn | 1,000 pounds. .-._-- 3, 050, 280 871, 680 | —71.4 
ORI Gt crack ne icv anton xcenestaaeniicasencbassae 3, 048, 720 4, 711, 260 +54. 5 
SE a eS es scgee dake’ 1, 414, 080 2, 861, 920 | +102. 4 
OR... cad BS. 23 Sk auch, EE NS Ske ‘ 246, 450 142, 320 | —42.3 
BOOS... dct etree abet a cael wee sete eine 195, 900 88, 680 | —54.7 
COLON ROEE SIRs a bb ong <csanqeens the dadtes tn 98, 200 216, 300 +120.3 
Soyhean WHIM ow dooce cho. ccc cslé.se sect oaieneseewned 1, 837, 900 4, 054, 000 | +120. 6 
ee Reports.—A total of 535,407 reports on the volume of futures trading and open 
Or 
. 30 contracts were received, ‘tabulated, summerized, and anelyzed, a decrease of 
7 4.6 percent from the 561,225 reports made in 1953. Of these, 248,436 were 
soe. : fone , a akt dae ae 
nal repcrts from brekers on daily volume of trading and open contracts, while 286,971 
ities were from reporting traders ‘end brokers relating to the daily futures operations of 
a arge traders and their weekly positions in cash commodities. 
wis De ivery notices.—During 1954 a totel of 29,170 copies of delivery notices were 
vere ; C 
subi mitted by exchange clearing members, compe.red with 43,524 in the 1953 year. 
~~ Publications. —The egeucy’s statistical annual, Commodity Futures Statistics, 
‘ans tte published and distributed during the yea The publication included basic 
data on volume of trading, open contracts, prices , and other phases of futures 
on 'reding in all commodities under the act for the year ending June 30, 1953. Mejor 
pts, regulatory activities of the agency in the 1953 fiscal year were summarized and 
published in the annual report of the Administrator. 
Ea 
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The field offices continued to compile and publish the daily reports on volume 
of trading and open contracts in regulated commodities on the principal marker, 
and also the monthly statistical reports, Trade in Grain Futures and Trade } 
Cotton Futures. . 


Speculative limits 


Enforcement.—The purpose of limits on speculative trading and_ positions 
established by the Commodity Exchange Commission and enforced by tho 
Commodity Exchange Authority is to diminish, eliminate, or prevent excessive 
speculation causing sudden, unreasonable, or unwarranted price changes. During 
the year the CEA effectively enforced speculative limits on all commodities fo; 
which such limits have been established, by keeping close watch on the transactions 
of large speculators, and particularly those operating near the limits. This was 
done by carefully checking the required daily reports from commodity brokers 
and large traders, and by other surveillance and compliance procedures. There 
were 26 violations of the limits, as compared with 32 in the preceding year 
Violations during the year involved the following commodities: Wheat, 2; corn, |: 
rye, 5; soybeans, 6; cottonseed oil, 2; soybean oil, 4; and lard, 6. Summary data 
on trading volume, open contracts, and commitments of large speculators are 
received currently to determine the need for more extensive analyses and prepara- 
tion of evidence for revision of existing limits. 

Revision of limits on fats and oils.—Limits on speculative trading and positions 
in cottonseed oil, soybean oil, and lard became effective April 1, 1953, by orders 
of the Commodity Exchange Commission issued January 16, 1953, following 
public hearings. 

Subsequently, in light of facts and circumstances brought to its attention after 
the orders were issued, the Commodity Exchange Authority recommended to the 
Commission that further consideration be given to certain problems created by 
the application of the orders to manufacturers and processors of the three com- 
modities and further hearings were held before the Commission in May and 
July 1953. 

As a result, the Commodity Exchange Authority recommended to the Com- 
mission that the orders be amended to exempt bona fide cross-hedging in these 
commodities by dealers, merchandisers, and processors of edible fats and oils. 
A further amendment was recommended to provide for the inclusion of the lard 
yield of hogs owned or purchased in determining the hedgeable interest of packers 
and processors. Simultaneously, in view of changes in patterns of trading and 
speculative activity in the fats and oils markets, the CEA recommended that 
the speculative limits be suspended until such time as fixed by the Commission 
pursuant to at least 30 days’ notice. 

On January 22, 1954, the Commission suspended the limits, with provision 
for their reinstatement on 30 days’ notice. ‘The Commission also adopted the 
amendments recommended by the CEA to meet problems peculiar to the hedging 
use of the fats and oils futures markets and to inventory accounting and manage- 
ment in the fats and oils industry. 

Soybean limits raised.—Effective November 16, 1953, the order of the Com- 
modity Exchange Commission fixing limits on soybeans was amended. The 
amended order raised the speculative limit from 1 million bushels to 2 million 
bushels, the limit applicable to all other grains except rye. 


Audits 


During the year 726 audits of futures commission merchants were made. These 
audits covered the accounts of 33,231 customers who had to their credit $125,- 
657,897.74. The average number of accounts per audit was 45.8, a decrease of 
6.4 from the last year. The average amount to the credit of each customer 
was $3,780.35, a decrease of $119 from last year. In addition to the 605 financial 
audits performed, 5 special or ‘position’? audits were made during the year 
covering the books and records of large traders. 

In the course of these 726 financial audits, 456 deviations from the law or 
regulations were discovered. In most cases corrective measures were taken 
when the deviations were brought to the attention of the brokerage houses. 
The remainder are under further investigation. In addition to the 456 separate 
deviations from the law or regulations, a number of persons were found to be 
acting as futures commission merchants without having been registered as 
required by the act. During the year 628 futures commission merchants’ financial 
statements were analyzed. 
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Compliance investigations 

The accumulation and assembly of evidence in connection with a major grain 
manipulation case required a large part of the time of the investigational staff 
iuring the 1954 fiscal year. This work, together with the completion and con- 
tinuation of several other administrative and criminal actions, necessitated the 
deferment of a number of investigations, some of which appear likely to result in 
formal proceedings. The manipulation case referred to was disposed of by 
respondent’s waiver of hearing and consent to the denial of trading privileges, 
ordered on May 4, 1954. On the same date a consent decree was entered in United 
States district court enjoining the respondent from exercising certain trading 
privileges, directing that it henceforth treat all commodity transactions and posi- 
tions of its subsidiaries and affiliates as its own, and permanently enjoining the 
respondent, its affiliates and subsidiaries from exceeding the speculative trading 
limits applicable to oats. A criminal case involving manipulation of eggs in 1949 
was concluded in United States district court in Chicago on May 21, 1954, by the 
assessment of fines aggregating $32,000 as a result of pleas of nolo contendere 
by the defendants. Another criminal case, involving cheating and fraud, tried 
in United States district court in Chicago resulted in the imposition of a 2-year 
prison sentence and a $5,000 fine on June 7, 1954. This case is now pending on 
appeal to the United States court of appeals. 

During the year 4 other administrative actions were disposed of, 2 by the 
imposition of administrative sanctions and 2 by dismissal. One of the dismissals 
was because of insufficiency of evidence and the other because of the death of the 
respondent. 

As of the end of the year five administrative actions were in process. One of 
these involves a charge of major manipulation in the egg market and one relates 
to a complicated scheme for avoiding the speculative limits. Both will probably 
require considerable work before administrative hearings are completed. 

Despite the necessity for devoting more time to formal cases probably than in 
any other year since the enactment of the Commodity Exchange Act there have 
been some 45 compaints and alleged violations investigated as compared to 48 
the preceding year. As above mentioned, there are a number of matters appar- 
ently warranting investigation which are being carried in the nature of a backlog. 
It has again been necessary to defer substantially all work on trade practice 
surveys, the conduct of which in previous years has been found very useful in 
curtailing minor abusive practices in the execution of transactions. 

Group activity —There is evidence of a continuation of more or less concerted 
action by groups of traders who maintain contact by telephone and otherwise, 
advising each other of their trading plans. Investigation of this type of activity 
is difficult and time-consuming. The successful outcome of the criminal case 
involving eggs above mentioned will furnish a foundation for more effective work 
along this line inasmuch as the trader techniques in that case were of the group 
type. 

Enforcement policy—There has been, and apparently will continue to be, an 
increasing necessity for disposing of relatively minor cases by enlisting the coopera- 
tion of the commodity exchanges and by the use of stipulation of compliance 
and warning letters. 

If the group-trading technique continues to become a more important threat 
to market stability, and if the number of general violations should continue on its 
present scale, a situation may be reached under which the present enforcement 
program will be insufficient to preserve the integrity of the markets and prevent 
unwarranted price movements caused by excessive and abusive speculation. It 
is hoped, however, that the disposition of the large cases above referred to may 
permit the utilization of the present investigational staff in a manner which will 
accomplish the purposes of the act. The CEA would be reluctant to increase 
the staff to a size capable of completely covering the potential workload of the 
past year because of the hope that this will prove to be a nonrecurring situation. 
If, however, this hope proves to be unfounded it may necessitate a reappraisal 
of the whole enforcement program. 
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Major activities of the oanonny hauscubeettin Author ty, 

















| Actual Estimated 
ie eee 7. ee ee 
| 1953 1954 | 1955 1954 
| 
I. Licensing: 
Futures commission merchants rane Sue deu! 658 | 623 | 630 640 
Floor brokers registered _ qteiaite dusi Soeeaeuae 866 851 | 870 a 
II. Supervision: | 
Markets and commodities: 
Exchanges... ___- TUM VE A eR 18 17 | 17 
Commodities __ -_-.- .| 19 19 | 20 * 
Markets (6 wheat markets, 3 cotton markets, ete. Sail 42 41 42 1) 
Reports tabulated and analyzed: 
Daily trading volume and open contracts ___---- | 267,461 | 248,436 | 270,000 270, (00 
Daily and weekly nenerte on a traders... ..- --| 293, 764 | 286, 971 | 310, 000 310, 00) 
Delivery notices_-.-.-.-- a ~mbviake Litas oh, «Mit Cae 29,170 | 36, 000 36, OO) 
Special calls and surveys fa ae ete Seatac t 8 | 3 | 4 { 
Accounts covered _-__ 24, 800 5, 393 ; 10,000 10, 000 
General activities, including observance of trading ex- | } 
change relations, enforcement of speculative limits, | 
price compilations, — service, and review of | | | 
market letters_ __- ; ariel ea () (‘) () 
Ill. Audits: | 
Segregation audits__......._-_--- ; 2 =e 605 726 | 700 7h 
Accounts examined ___- pcm tet teal re 31,573 | 33, 231 32, 500 35, 000 
Financial statements examined _- Scaetonecs 658 | 628 625 673 
IV. Investigations: 
Compliance investigations completed.___._.- —_ 48 46 | 50 
Trade practice surveys completed. __..............----| 0 | 2 1 
Number of transactions examined 0 | 3, 370 | 2, 500 2,50 
Criminal prosecutions. _----.-..--.---.---- Lees] 0 | Is 1 
Administrative proceedings. -_.-.-.................--- 4 | 4) 4 
V. Establishment and review of speculative limits: Hearings 
completed (number of commodities) _ __- g 3 | 23 | 22 





' No measure of workload available. 
2 Review only. 


Mr. Marsnatu. I believe we have a statement from you, Dr 
Butz. However, before you start, I think we might comment that 
Mr. Mehl, who formerly came before this committee, as head of this 
organization, has retired. This committee is going to miss him, and 
we hope you will convey to him our sincere best wishes, since’ he was a 
very valued employee of the Commodity Exchange Authority as well 
as the Department of Agriculture. We wish Mr. Mehl every happi- 
ness in his retirement. 

Dr. Butz. We appreciate that comment. Mr. Mehl was one of 
the very valued employees of the Department of Agriculture and the 
Commodity Exchange Authority. 

We have a brief statement which I should like to present to the 
committee at this time. 


GENERAL STATEMENT 


Mr. Chairman, I am glad to have this opportunity to presen! 
information to the committee on the work of the Commodity Ev- 
change Authority, which administers the Commodity Exchange Act. 


PURPOSES OF COMMODITY EXCHANGE ACT 


Major objectives of the Commodity Exchange Act include the 
prevention of commodity price manipulation and corners, and_pre- 
vention of the dissemination of false or misleading crop and market 
information affecting commodity prices. Enforcement of the act is 
also designed to protect hedgers and other users of the commodity 
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futures markets against cheating, fraud, and manipulative practices; 
io assure the benefits of membership privileges on contract markets 
to cooperative associations of producers; and provide trust-fund treat- 
ment of margin moneys and equities of hedgers and other traders. 
Another purpose of the act is to provide information to the public 
regarding trading operations on contract markets. 

What happens in the futures markets affects farm income. Most 
of the grain and cotton that leaves the farm is sold on the basis of 
futures prices. Country buyers, terminal market merchants, and 
processors commonly use the futures price as the base in buying 
many farm commodities. It is essential, therefore, that prices regis- 
tered in the futures markets reflect supply and demand conditions 
rather than artificial or technical market situations resulting from 
market manipulation. 

Merchandisers, processors, dealers, and farmer cooperatives use 
the futures markets as a means of offsetting or reducing price risks 
that are inherent in the purchase or ownership of farm commodities. 
Hedging is regarded by them as an essentigl service in the marketing 
and distribution of farm commodities. While the aggregate purchases 
and sales of commodity futures for hedging purposes are usually not 
as large as the speculative trading volume, the hedging transactions 
provide a steady and substantial component of open contracts, and 
lend residual strength and stability to a futures market. The fact is 
often overlooked that the handling of agricultural products does not 
involve the question of whether or not there will be speculation. 
The question simply is, who is going to speculate? The ownership of 
every bale of cotton and every bushel of grain carries with it a price 
risk. The futures market, in essence, provides a means by which 
those who produce, merchandise, or process such commodities may 
pass this risk to those who are willing to assume such risk in the hope 
of a speculative profit. 

The large volume of speculative trading in the futures markets 
provides necessary market liquidity and continuous pricing, but also 
renders the futures markets highly susceptible to manipulative prac- 
tices. Beginning in 1922, Congress from time to time has provided 
Federal regulation of futures trading, first in grains, then in cotton 
and various other commodities. This was done as a means of safe- 
guarding farm commodity prices and market facilities from price 
manipulation, corners, cheating, and fraud in commodity futures 
transactions, misuse of customers’ funds, and other abusive practices. 


REPORTING SYSTEM 


Basie facts on futures trading essential to the effective administra- 
tion of the Commodity Exchange Act are provided by reports required 
by the CEA from commodity exchange clearing members, commodity 
brokers, and large traders. More than half a million reports were 
received, processed, and analyzed during the 1954 fiscal year. Daily 
teports to the Commodity Exchange Authority provide basic data on 
the volume of trading, open contracts, and the speculative or hedging 
character of transactions and positions in the commodity futures 
markets. Other reports received supply necessary information con- 
cerning deliveries under futures contracts, cash commodity transac- 
tions, and commodity inventories. Reports received provide a broad 
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factual basis for the surveillance of trading and the analysis of marke; 
conditions. Summary data from reports are released for the inform. 
tion of the commodity trades and the public relating to daily volun, 
of trading and open contracts, grain stocks, call sales of cotton, anj 
other phases of market activity. 


TRADING AND MARKET ANALYSIS 


Market supervision requires the continuous examination an 
appraisal of current market situations respecting commodities traded 
in for future delivery under the provisions of the Commodity Exchange 
Act. Facts supplied by daily reports to the CEA from commodity 
brokers and traders, together with commodity statistics from other 
sources, are supplemented by the examination of market news items 
and commodity letters issued by brokerage firms, by observation of 
trading on the trading floors of the exchanges, and by contacts with 
traders, brokers, and exchange officials. 


INVESTIGATION OF VIOLATIONS 


Complaints and apparent violations of the act resulted in 45 
investigations being initiated during the 1954 fiscal year. In some 
instances infractions were dealt with by warning letters or othe 
compliance measures of a semiformal nature. In other instances 
violations required the issuance of formal complaints by the Secretary 
of Agriculture, resulting in formal administrative proceedings, or the 
submission of evidence to the Department of Justice for prosecution 
under the criminal provisions of the act. 

In two major cases completed in 1954, charges of price manipula- 
tion resulting from CEA investigations were presented both in admin- 
istrative proceedings and before United States courts. An admin- 
istrative order was issued in each case denying trading privileges on 
contract markets to the respondents. One of the court proceedings 
resulted in successful criminal prosecution of the defendant, and the 
other in the issuance of a permanent injunction against the defendant. 
Administrative proceedings in 4 other cases involving violations of 
the act were concluded during the year; and 1 criminal case, in which 
charges of cheating and defrauding of commodity customers were 
sustained by the United States district court, was pending on appeal. 
Other investigations and legal proceedings in progress at the end of 
the fiscal vear indicated a continuation in 1955-56 of the heavy 
schedule of compliance work which the agency has been carrying. 


REGULATION OF BROKERAGE ACTIVITIES 


Brokerage firms handling commodity futures accounts for customers 
are required to register with the CEA each year. Such registrations 
during fiscal year 1954 were at the second highest level since World 
War II, and current registrations are close to the postwar peak. 
Floor brokers who execute commodity futures transactions on the 
trading floors of the exchanges, for customers, are also required to 
register annually. 
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PROTECTION OF COMMODITY CUSTOMERS’ FUNDS 

The CEA maintains a continuing program involving the examina- 
tion of the records of commodity brokerage firms for the purpose of 
protecting the funds of customers against improper handling by 
brokers. Such examinations are known as segregation audits. The V 
show whether customers’ funds are being se parately accounted for as 
required by the act. The statute prohibits the use of such funds by 
a brokerage firm to finance its own activities or the operations of 
favored customers. 

VOLUME OF TRADING 


Activity in the major commodity futures markets supervised by the 
CEA has been at relatively high levels during the past few years. 
The value of trading in all commodities covered by the act in the 
1954 fiscal year was $42.1 billion, as compared with an average of 
$41.5 billion for the 5 preceding fiscal years. The dollar value of 
CEA-supervised trading in commodity futures in the 1954 fiscal year 
was more than twice that of trading in stocks and bonds on registered 
securities exchanges, which ageregated $19.9 billion in 1954. 


1956 BUDGET 


The budget estimate for enforcement of the Commodity Exchange 
Act in 1956 is $698,000, an increase of $5,000, as compared with 1955. 
This increase is requested to place recently authorized regulation of 
futures trading in wool on a full 12-month basis during fiscal 1956. 
Should the committee so desire, Mr. Kauffman and his associates will 
be glad to discuss this item in more detail and to answer any ques- 
tions. Mr. Kauffman, with whom I am sure most of you are ac- 
quainted, has been with the Commodity Exchange Authority since 
1928. He was appointed Administrator when Mr. Mehl retired last 
December. 

Mr. Kaurrman. Mr. Chairman, and members of the committee, I 
have no prepared statement. The items of most interest, I think, are 
the compliance activities of the past year. I am going to suggest that 
Mr. Bagnell, who has been in charge of compliance, make a brief refer- 
ence to 1 or 2 of the principal cases of the past year 


COMPLIANCE ACTIVITIES 


Mr. Baane.tu. We have been unable to cover all of the potential 
violations that we would like to. We have been rather fortunate this 
vear in that five cases have been settled by consent actions which got 
us away from very long, drawn-out administrative hearings. 

Our biggest problem “this vear involved the soy bean market, which 
in the whole year of 1954, was marked by erratic price movements 
and extreme speculative activity. Eggs have also shown erratic price 
evrations. We have had three major cases in eggs. Two involved 
the same set of individuals. At the time of the first violation, we had 
an administrative hearing to deny trading privileges to the violators 
and at the time of the second violation we turned it over to the Depart- 
ment of Justice for criminal prosecution. We got a nolo contendere 
and there was quite a substantial fine. 





; 
P 
5 
i 
: 
3 
2 


Art 


PESOS ELDEE 


1224 


Right now, we are interested in complaints we have received oy 
potatoes. That market has been extremely active recently. We ar 
currently looking into it. The largest case we have had since we las; 
appeared before the committee was completed last May, involving 
oats. That wound up with the thing Dr. Butz mentioned, a per. 
manent injunction issued by the United States District Court against 
further manipulative activities and also a year’s denial of trading 
privileges in oats futures. 

We have just recently filed a complaint covering last year’s soy- 
bean activity, which is probably going to keep us busy for some months 
to come. We are in the position of trying to stamp out the fire where 
it is hottest. Generally, these markets, as I believe Dr. Butz men- 
tioned, are used effectively by merchandisers and processors, but 
like any other speculative medium, they attract a certain class of 
operators who, unless kept under pretty close surveillance can get out 
of hand. 

EGG MARKETING PRACTICES 


Mr. Marsa. We are particularly interested in the egg situation 
at the moment. Under Secretary Morse appeared at a Senate com- 
mittee with respect to an inquiry on this matter last fall. He made 
the statement that, during the first three quarters of the year, egg-price 
margins between the producer and consumer remained fairly con- 
stant; however, in the last quarter of the year there was a considerable 
variation mentioned. Do you have any knowledge of what accounted 
for that? 

Mr. Baenetu. No, I do not, and what effect futures trading would 
have on that is highly problematical. The futures markets record a 
price that is known to the producer and consumer, and there is a 
tendency to point the finger at the market when the price is not 
right. I think in some instances that is like blaming the thermometer 
because it is cold. However, there has been some fast footwork in 
these egg markets and, as I said, we brought three individual cases. 
Generally, those involved an attempt to manipulate the market by 
cornering it and pushing the market upwards. The manipulators 
contend that those operations are beneficial to the producer because 
they are pushing prices upwards. We do not think that is true. 
They are doing it at a time when the producer is likelv to have little 
to put on the market. Corners divert the normal flow and use of 
the product so that when the product is coming on at harvest time 
it is like the swing of a pendulum. The pendulum swings the other 
way to abnormally low prices. 

Going back to your specific question, I do not think that the spread 
between the producer’s price and what the lady at the market pays 
will be affected very much by futures trading. 

Mr. MarsuHauu. Did you investigate any actions of manipulations 
on the Chicago or New York market this past fall? 

Mr. Baaneti. We have been quite currently looking at some 
activities that took place there in December and January. 

Mr. Marsnatu. Did you find any violations? 

Mr. Bacnetu. We have one instance which I think may very 
readily result in an administrative action. 

Mr. Vurseutu. The thing that bothered me about the egg market 
back in August, September, and October, was that eggs got very 
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low. I just did not quite understand it. Do you have any comment 
in that now? 

Mr. BAGNELL. We did not find any instances of what looked to us 
like bear raids or short selling that would indicate downward manipu- 


Mr. MARSHALL. I have a letter dated October 5 which contains 
information bearing on the matter which we are now discussing. The 
letter reads as follows: 

As you know, I, as president of the Minnesota Poultry, Butter and Egg Asso- 
ciation, have been working very hard and am much interested in some way of 
setting up the rules of both the Chicago and New York Mercantile Exchange so 
manipulation of spot egg markets will not be possible. 

We all know that at the present time a market in either Chicago or New York 
can be manipulated up and down by one or more parties without a single egg 
changing hands and trades in quantities as low as 25 and 50 case quantities. 

The fact that several individuals can make a market go up or down with such 
small quantities and then no actual trade of eggs made because the penalty for 
nondelivery being only 1 cent per dozen can be beneficial or profitable to the one 
‘fixing’ the market. The manipulation of spot markets is very bad for our 
industry and must be stopped immediately. 

Mr. BAGNELL. One aspect that has been complained of bitterly by 
the midwestern producers is that there is a practice in New York of 
quoting eggs as “nearby” eggs and as midwestern eggs. The infer- 
ence is that ‘“‘nearby”’ eggs are superior because they do not have to be 
shipped as far, and so forth. Up to a few years ago, the trade con- 
tended that those were more or less locally produced, so they were 
premium quality eggs. That has now come to mean not a geographi- 
cal area of production, but a quality of egg, and if an egg that is ship- 
ped from lowa, for example, reached New York in a certain standard 
of quality it will be sold as a nearby egg. 

I can see the midwestern people would resent a sort of term of dis- 
paragement, calling all poor eggs midwestern eggs and all good eggs 
eastern or nearby eggs, but that is entirely outside of our jurisdiction 
as to how these reporters quote these eggs. Whether there is any 
authority in any other statute, or some requirement of the Federal 
Trade Commission, I do not know. 

Mr. MARSHALL. The trading on the market does come within your 
jurisdiction; does it not? 

Mr. BAGNELL. Yes, sir. 

Mr. Marsa. The setting of penalties is outside your jurisdic- 
tion is it not? 

Mr. BAGNELL. Yes, sir. 

Mr. MarsHALL. You determine whether the penalties are being 
enforced or not? 

Mr. BagNnE.LL. We do not even determine that. 

To demonstrate, if someone was offering eggs on the market for 
the purpose of manipulation or someone was bidding for eggs for the 
purpose of manipulation we would have jurisdiction, but the matter 
of proof may be quite difficult. That, as you can readily understand, 
involves some pretty difficult problems at times. 

Mr. MarsHauu. It would seem rather obvious that 1 cent per 
dozen is not a severe enough penalty to maintain an honest market. 

Mr. BaGneu. Certainly there should be some very effective means 
for enforcing fulfillment of those contracts. 

Mr. Marswa.u. Whose responsibility is that? 
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Mr. Baenetu. The exchange. 


Mr. MarsHatu. The Department of Agriculture has no authority a "t 
over the setting up of penalties? _ “a 
Mr. BaGne.u. That is right. c gon 
The sort of thing in which we have authority to take action, woul : Pi 
be if someone went in and bid or offered to cause the market to moy: a 
upward or downward in a fashion which we could prove was not fo ce a 
the purpose of getting rid of or acquiring eggs in the normal me. net 
chandising process, but to establish an artificial price to help hin Ss 
in connection with his inventory or in connection with his purchay ' det 
of eggs, or any other manipulative purpose. f * 
Mr. Marsnatu. In this particular instance, if these people carry on ce a“ 


their trading and pay their penalties, and if they continue to do that ry; 

Seca of Ay eget that 
sort of work and do it within the confines of a Self-imposed limitation, Vir 
they can bobble this market around; can they not? 


Mr. BaGnetu. If they bobble it enough so that we can prove toa caret 
court that it was manipulation, we can then get them suspended and the } 
denied trade privileges for a certain period of time. In a market wher from 
you have daily fluctuations, 1 cent upward or downward, or 2 cents or er 
more, to prove that this particular operation is manipulative and not i 


the result of supply and demand, is a pretty big economic job. We & a; 
have taken it on and we have been successful in some instances, but in >) 
many day-to-day fluctuations we simply cannot expect to do it. iad 

Mr. MarsuHa.t. I grant that it would be difficult for one to prove al 


that, with the egg-marketing machinery that we have at the present New 
time. 


T have had complaints from two sources concerning nearby and “7 
midwestern eggs. I have had complaints from people in New Jersey & \j;, 
insisting that there have been people who have moved eggs in from J \ 
the Midwest, delivered them to the market in New York, have sold § 
them as nearby eggs, and they have not been through any grading, & 5,0; 
or anything. They feel this is in competition directly to their nearby [ 
eggs. I have had complaints from many legitimate dealers in Min- en] 


nesota that there are fly-by-night operators, as they express it, who 9 of, 
are delivering eggs into the New York market, selling those eggs at J of, 
nearby prices and stepping the price of eggs up in Minnesota over and put 
beyond a legitimate market. Whose responsibility is it to police that ton 
sort of operation? ’ 
Mr. Baenett. I do not think that is a violation of anything as 
the rule now stands. The rule which classifies “nearby” eggs does 
not require that those actually be produced nearby. It defines such 
eggs as being of a certain quality without regard to where they come 
from, which means that the buyers of eggs in the Midwest can tell 
the producer that the eggs will only bring a price of so much. When 901 
they get to New York, perhaps half of them qualify as nearby eggs, tic 
and under the rules of the exchange, some of them may be sold as Di 
‘nearby extra-fancy heavyweights” at a nice premium. 
Mr. Marswatt. You have had considerable marketing experience 
in the field. How can legitimate producers and legitimate marketing re 
people compete in a market with all of that finagling going on? tow 
Dr. Burz. It is a very difficult question. We had a group of New hs 
Jersey producers in our offices last fall, and they were complaining 
that eggs from outside New Jersey were entering the New York mar- 
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ket and being sold as Jersey eggs. At that time, we reached the 
same conc lusion that Mr. Bagnell. has just stated; namely, that there 
was not much the Department of Agriculture could do about that. 
It was apparent to us that if there was a deliberate misuse of name, 
then the Food and Drug Administration might have some recourse, 
hut in the case that Mr. “Bagnell mentioned, where nearby eggs have 
come to denote an egg of a particular quality rather than a geographic 
area, 1 do not think even the Food and Drug Administration would 
have recourse. It is unfortunate that they use the word ‘‘nearby”’ 
to denote a quality rather than a geogr aphic location. Coming from 
the Midwest, I know that I resent that as much as you do. It gives 
the suggestion of a Midwest egg being an inferior egg, and we know 
that is not true. 

Mr. MarsHauu. You have the dealer in the midwestern area, who 
carefully sorts, candles and ships his eggs, which are the best quality 
eggs they can provide for the egg market. Those are then moved into 
the New York market and they are faced with competition from eggs 
fom the same area that are ungraded and moved in under the guise 
of nearby eggs. It seems there ought to be some responsibility some- 
where to protect both the producers and consumers in that kind of 
arrangement. 

Dr. Butz. We do have official grade A ratings. In Washington, 
vou buy eggs here as grade A large eggs, or grade A extra large eggs, 
and those are official grades. I take it from what you say that in ‘the 
New York market they grade them differently and sell them as nearby 
eggs. They do not sell ‘them as midwestern eggs, do they? 

Mr. BaGne tu. They refer to all of those that are not nearby as 
Midwestern. 

Mr. Kaurrman. All eggs delivered on futures contracts must con- 
form to official United States standards and are graded by Govern- 
ment graders. 

Dr. Butz. I think this is a place where we have to give continued 
emphasis to consumer education in the metropolitan areas about the 
official egg grades and standards. If we can continue to stress our 
official standards in our radio work, our newspaper work and our 
public talks with consumer groups, then we may make progress 
toward correcting this situation. 

Mr. BaGnetu. I wonder if there is a possible remedy in an attack on 
mislabeling. In recent years, it has become unlawful to sell, for 
instance, a rabbit skin coat and call it mink. I wonder if in interstate 
commerce there could be something to prohibit calling an egg a nearby 
egg if it comes from, for instance, Lowa. 

Mr. MARSHALL. Your answer to the question is that there might be 
some other agency, perhaps the Federal Trade Commission in a posi- 
tion to handle this problem. As far as you are concerned in the 
De ‘partment of Agriculture, you have no authority or responsibility 
in this matter. 

Dr. Burz. We have no authority. I would not say we have no 
responsibility. I think our responsibility i is to do as much educational 
work as we can to correct this practice. As far as I am aware, we 
have no authority to stop it. 
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TREND OF WORKLOAD 


Mr. Marsuauy. What changes have you had in your workloy, 
during the past 3 years? Has it been fairly constant? 

Mr. Kaurrman. The workload for the past 2 vears and the curroy 
year is substantially unchanged. 

In 1954, there were 46 compliance investigations completed ay 
3,370 transactions examined. There are now approximately §)/ 
futures commission houses registered under the act. These 62 
registrants have some 1,800 offices, scattered throughout 47 State 
District of Columbia, Puerto Rico, Hawaii, and 13 foreign countries 
We receive some 500,000 daily and weekly reports, in the course of , 
year, which have to be tabulated, analyzed, and evaluated; and tly 
audit program has continued largely unchanged. 

We examined 33,000 customers’ accounts during the past year 
They had to their credit some $126 million dollars, representing 
customers’ funds held by the futures commissions merchants who 
records were audited. 

Numerous records were made during the past year in volume of 
trading. Volume of trading in soybeans on all contract markets 
during the last calendar year approximated 6.1 billion bushels, by 
far an alltime record. 

Also, there was a record volume of futures trading in eggs on tly 
Chicago Mercantile Exchange, the total volume aggregating 201,27) 
carlots traded during the calendar year. 

In potatoes, 99.5 percent of which was on the New York Mercantil 
Exchange, 133,128 car lots, which was an alltime record. 

With respect to soybeans, futures trading was also larger than 
any previous calendar year, as was futures trading in soybean mel 
The tremendous volume in soybeans almost entirely offset the de. 
creases which were recorded in wheat, corn, oats, and rye during the 
year, so that the total volume of trading during the calendar yeu 
1954 in all grains amounted to 13.7 billion bushels, which was abou 
2.3 percent less than the comparable figure for the preceding year. 

We have with us today copies of our little leaflet in regard to the 
futures markets and the work under the Commodity Exchange Ac! 
This is quite informative, and since there are some new members i 
the committee, I thought it might be well to leave copies for thev 
perusal. That has been our best seller, save and except the list 0! 
speculators published pursuant to a subpena. 

I believe that covers our presentation. We will be very happy 
try to answer any questions. 


’ 


SUPPLEMENTAL FUNDS FOR REGULATION OF WOOL FUTURES TRADING 


Mr. MarsHauu. The supplemental bill for 1955 carried additional 
funds to regulate futures trading in coffee and onions. What is the 
situation on these funds? 

Mr. Kaurrman. That bill was so worded that the funds were 10 
available unless legislation adding onions and coffee was enacte 
That legislation failed; so the only additional funds we receive 
consisted of an item of $20,000 for the enforcement of the new regule- 
tion of trading in wool futures. We received $20,000 for that, ané 
that results in our asking for $25,000 for a full 12-month basis thi 
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coming fiscal year, 1956. We did not get any funds for onions or 
coffee “because we did not receive that additional responsibility. 

\Mr. Narcurer. Dr. Butz, you made a fine statement to this com- 
mittee concerning the Federal law which regulates future trading in 
agricultural commodities on the Chicago Board of Trade, the New 
York Cotton Exchange and 16 other futures commodities markets. 
| want to thank you for this statement; I am glad to learn that during 
this past year two major cases were comple ‘ted in 1954. As a result 
of CEA investigations presented both in administrative proceedings 
and before United States courts an administrative order was issued 
in these cases denying trading privileges on contract markets to the 
respondents. 

As an attorney, I can clearly understand, Dr. Butz, the many 
difficulties confronting you and these other fine gentlemen who are 
with you today before this committee in the enforcement of this act 
and | want to say to you and these gentlemen that I think this is a 
fine law. 

Mr. Vurse.u. I just want to commend the gentlemen for their 
statements, and it looks like they are on the job and are doing a very 
good job. 

Mr. MarsHauui. Gentlemen, thank you. 


Fespruary 18, 1955. 
Corron ACREAGE REDUCTION 


WITNESSES 


JAMES A. McCONNELL, ASSISTANT SECRETARY OF AGRICULTURE 

C. M. FERGUSON, ADMINISTRATOR, EXTENSION SERVICE 

F. MARION RHODES, DIRECTOR, COTTON DIVISION, COMMODITY 
STABILIZATION SERVICE 


ERNEST C. BETTS, JR., ASSISTANT TO THE SECRETARY OF AGRI- 
CULTURE_ 


JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OF7I- 
CER, DEPARTMENT OF AGRICULTURE 


Mr. Wuirren. I asked you gentlemen to come down here because 
of a deep personal interest in this matter of the effects of the cotton 
acreage reduction. I have heretofore pointed out that the situation 
has developed because of present policies of the Commodity Credit 
Corporation in holding off world market cotton on competitive basis. 
This refusal to sell results not only in tremendous expenses, including 
those of storage, but it has now reached the point where, under the law, 
acreage reductions and marketing quotas are being imposed. ‘The 
hearings already show as cotton acreage is reduced in the United 
States, increases in acreage are being made in foreign countries. Our 
cuts do not reduce world production but merely transfer United States 
acreage overseas, probably never to come back. Much of this foreign 
increase is by American financial interests. 

Briefly, as I recall the law in connection with cotton, and it applies 
to the others somewhat in the same formula, the Secretary’s directive 
cutting acreage and marketing quotas, is based on supply, expected 
foreign exports, domestic consumption plus 30 percent. My argument 
which I have been following for a long period of time is that the policy 





; 
d 
t 
2 
i 
3 
2 


Vi 


Vt! 


tees! 


1230 


of not offering cotton for sale on a competitive basis causes the supply 
to be larger than would otherwise be true; that a failure to offer thes: 
commodities in world trade on a competitive basis might well meay 
that the factor in the formula of expected exports would be lower thay 
would be true if the commodities were offered competitively. Thus 
the amount of acreage which is in his order would be, and probably is 
reduced because of this policy of not selling competitively. 


REPORT REQUESTED OF DEPARTMENT 


This brings us up to the point where on December 14, I asked the 
Department for a report of the number of farmers, tenant farmers. 
who were left without any means of livelihood as a result of the 
Secretary’s acreage order and the number of small farmers reduced to 
a bare subsistence living. There were various delays in fulfilling that 
request, but on January 29 we were assured that the request was going 
out to the Extension Service and to the county committees with a diree- 
tive to report back not later than today the findings as to the number 
of farms and farmers involved in this situation. I have asked you 
gentlemen to come down and give us some detail as to the information 
you have. First, I would like to ask if you have a copy of the orders 
that went out requesting this information, together with the names of 
the people who assisted in developing these orders? 

Mr. Fercuson. We have copies. 

Mr. Wauirren. I would like to have that included in the record. 

(The information requested is as follows:) 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., February 3, 1955. 
To Extension Directors in Cotton States: 


Congressman Jamie L. Whitten, chairman of the House Subcommittee on 
Agricultural Appropriations has requested that a survey be made immediately 
to secure the best possible answers to the two questions on the attached sheets, a 
supply of which we are sending you. 

On Wednesday, February 2, a group of State representatives from the cotton 
States and the Department met and recommended the following procedure to 
obtain this information. 

Will you please proceed immediately along the following lines: 

A. Contact other agency heads in your State and work out any mechanics 
necessary to get the information from each cotton county. 

B. We suggest that the county agent call together appropriate USDA per- 
sonnel operating within the county to discuss the questions and to answer them 
to the best of their ability. 

C. Send to the Federal Extension Service, Washington, D. C., your county 
replies to arrive not later than February 16. Due to time limitations we suggest 
counties send report directly to the Federal Extension Service with copies to you 
for your information. 

Sincerely yours, 
E. T. Benson, Secretary. 

State conservationists, SCS. 

Chairmen of State ASC committees. 

State directors, FHA. 

Please give your best estimates for your county on: : 

1. How many renter families (tenants and sharecroppers) have been or wil! 
be forced off farms due to 1955 reduction in cotton allotments. The question is 
concerned only with the number of renters (as defined above) forced off farms du 
to the 1955 reduction in cotton acreage allotments and not for other causes such as 
mechanization, drought, ete. 
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9 How many small cotton farmers (i. e. those with 5 acres or less of cotton 
jotted in 1954) will have net income for the farm reduced by $100 or more due 


sthe 1955 cotton acreage reduction. Do not include in this estimate the number 


ho may have income reduced due to not planting full allotments. The value of 
yps produced on acres diverted from cotton should be considered in arriving 


the net income loss. 
Answer--- 
County 


State_ 
Date- . =. 


UniTED States DEPARTMENT OF AGRICULTURE 


1TENDANCE AT CONFERENCE ON SuRVEY ON Cotton AcREAGE REDUCTION, 
Room 218—A, Fespruary 2, 1955 


A. Vines, State extension service, Arkansas 
lay Lyle, direetor, State extension service, Mississippi 
_G, Gibson, director, State extension service, Texas 
B. Ratchford, State extension service, North Carolina 
awnee Brown, director, State extension service, Oklahoma 
mes T. Lunsford, State director, Farmers’ Home Administration, Alabama 
_L. VanSant, State director, Farmers’ Home Administration, Georgia 
pmes W. Cross, Jr., chairman, agricultural soil conservation committee, Tennessee 
n Boatwright, chairman, agricultural soil conservation committee, South 
Carolina 
ecil Collerette, member, agricultural soil conservation committee, Arizona 
narles A. Sheffield, Federal Extension Service 
_L. Langford, Agricultural Research Service 
_b. Bridgeforth, Commodity Stabilization Service 
_M. Ferguson, Federal Extension Service 
f. H. Holliday, Farmers’ Home Administration 
.C. Wheeler, Office of Budget and Finance 
filan D. Smith, Office of the Secretary 
. A. McConnell, Office of the Secretary 
.C. Betts, Jr., Office of the Secretary 


COVERAGE AND SUMMARY RESULTS OF SURVEY 


Mr. Wuirren. You might proceed, then, and tell us what the results 
- and I would like for you to break it down in as much detail as 
ssible. 

Mr. Ferauson. I think perhaps the best thing to do is to pass these 
ut. We have here a county-by-county report and summary of it. 
Mr. Wuirren. We are glad to have the summary for the record. 
eave the county-by-county material with us and we will determine as 
the necessity of putting it in the record. 

(The table referred to follows:) 
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Mr. Fereuson. The first page of the summary is merely a reflectiol 
of the coverage of this survey. We had reports from 887 counties 1 && to 
the area. The request from the Secretary, you will notice, asked the i th 
Extension directors in cooperation with the Soil Conservation Service # a 
the State ASC committees and the State directors of the FHA «i w 
seek this information as a group in each of the cotton counties. Ther y 


are 844 counties which have over 1,000 acres of cotton. So, in orde! 
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to find out whether or not we had a pretty good coverage, we checked 
the number of counties reporting, by States, against this listing. We 
feel this is a reasonably complete coverage. 

Mr. WuirteNn. I want to compliment you for the thoroughness 
with which you have obtained and presented this information. What- 
ever your views are about the farm program, whether you subscribe 
to Mr. Benson’s views, my own, or to various other people’s views, 
and I find there are many people who differ about it, there is no farm 
program that can last long if the farmers cannot farm. That does 
not mean that there shall not be some attention paid to holding the 
production in line with the forseeable market, but it is no cure to cut 
American producers down and then see world production increase to 
take over United States markets. In other words, if our curtailment 
order merely shifts the acreage to some other country, it is time the 
facts were known. I think the hearings clearly show our acreage is 
being removed to foreign countries. 

Along that line, I am glad to see that we do have this information, 
because whatever your position may be, the facts always help. It 
helps to have the facts and have our farm arguments based on the 
facts. 

Are you satisfied as to the accuracy, based on all the factors? In 
other words, do you feel that your people in the Extension Service 
and in the county committees have given you about as accurate picture 
as the time and circumstances will permit? 


FORMATION OF SURVEY QUESTIONS 


Mr. Fereuson. I think that is true, realizing of course, that they 
had no opportunity to go out into the counties and interrogate people. 
We simply asked them to get together in a meeting and give the best 
judgment they could on two questions. The two questions were 
framed by a committee of some Extension people, some FHA folks, 
and ASC committeemen who studied this problem and made recom- 
mendations. ‘The 2 questions you will find in these 2 annexed tabu- 
lations. 

The first question was: 

How many renter families (tenants and sharecroppers) have been or will be 
forced off farms due to 1955 reduction in cotton allotments? The question is 
concerned only with the number of renters (as defined above) forced off farms due 
to the 1955 reduction in cotton-acreage allotments, and not for other causes such 
as mechanization, drought, and so forth. 

I might say, Mr. Whitten, that in these county reports, the Alabama 
individual county reports are not included. Those are someplace 
between here and Auburn, having been mailed but not received here. 
We called and they gave us their State summary, but we do not have 
the individual county reports. This gives the summarization, by 
States, in reply to that question. 

The second question was an attempt to find out what was happening 
to the small cotton farmer who had small acreage and whether or not 
this had reduced him to the subsistence level. The committee gave 
a greal deal of thought as to how a question might be phrased that 
would reflect accurately such possible results. The question agreed 
upon was: 

_ How many small cotton farmers (i. e. those with 5 acres or less of cotton allotted 
in 1954) will have net income for the farm reduced by $100 or more due to the 
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1955 cotton-acreage reduction? Do not include in this estimate the number wy 
may have income reduced due to not planting full allotments. The value y 
crops produced on acres diverted from cotton should be considered in arriving y 
the net income loss. 


These are the data from that particular question. 


FOREIGN EXPANSION IN COTTON 


Mr. Waitren. Mr. Ferguson, in connection with that, the recon 
shows that approximately 55,000 families have been left without g 
home or means of livelihood as result of the order, and I agree that the 
Secretary followed the Jaw in that order, though I would like to say 
that the factors I mentioned might have entered into what he had to 
do under that law. The fact that 130,000 families had only 5 acres 
means & gross income of Jess than $1,000 annually to start with ; 130,000 
families with $1,000 or less gross income have been reduced by $100 or 
more. These are serious questions both as to what we and the De. 
partment should do in recommending to the Congress some leeway, 
some relief for this situation. J want to discuss that; but I also want 
to raise the question as to what this committee could do to get the 
Department to make a survey to see what foreign expansion in cotton 
production has been for the last several years, during the period when 
we have not been selling in world markets competitively, and what the 
outlook is. As I see it, for the Congress to properly act, or for the 
Department to properly recommend to the Congress, we need informs- 
tion. We see what the present effect of the order is. Now we need to 
see further what is the result in these other countries. I wish to know 
what financing is back of it. We are not reducing world supplies, 
apparently we just being a party to the movement of this cotton 
acreage here overseas. 

Mr. McConnell is here and you realize I am asking for an offhand 
answer. I would like, before the committee adjourns, for you to give 
us the benefit of your thinking as to what we may be able to do to 
ascertain the full facts concerning foreign expansion. We are dis- 
cussing cotton, but apply this across the board. We have troubles 
in several commodities. While I stress cotton in many places in this 
record, it is because I know it best. I knew what information you 
were going to get from our area before you got it, but I wanted the 
information from your group so the Department would be aware of 
what is happening. 

Mr. McConnell, we would be glad to have your views as to what we 
could do to ascertain these facts which are quite pertinent to the Con- 
gress and to the Department. 

Mr. McConnetu. I am not sure whether the information is avail- 
able in the various statistics places. 

Mr. Wuirten. I would like to ask you where in this appropriation 
bill we might make funds available for gathering such data and such 
other information as will give us the full facts, and that is probably 
something that will take time. 

Mr. McConne.u. Let me say that in dealing with this problem, 
which is pointed up by this and other things, and the general feeling 
that we eed transferred the American cut in production of cotton 
in this country to other countries. If this is happening the extet! 
to which it is happening should have an effect in determining the 
policy of the Department. 


M 
since 
whel 
do a 
did ] 
view 
tion. 
facts 
deal 
N 
and 
duct 





1235 


Mr. Wuirren. I am glad to hear you say that. I want to say that 
since you have been with the Department I have found occasions 
when | have differed with you and doubtless will find more. But I 
do appreciate the fact that we have never had a matter where we 
did not discuss the facts and where you did not have reasons for your 
views; and it was mighty hard for me sometimes to stick to my posi- 
tion. I appreciate your recognition that actions can come after the 
facts, but the facts definitely are of interest and should count a great 
deal. 

Now, I would like to point out there that the acreage cut this year 
and last year largely was offset by increased foreign acreage and pro- 
duction. It may be that your foreign increase in production will have 
a year or two lag before fully offsetting our reductions. Our actions 
of not selling competitively, ‘I think, invite further foreign expansion 
but that expansion might come after financial arrangements have been 
made, after they have analyzed the policy followed by the United 
States Government. 

Mr. McConnetu. You would like to have me report back? 

Mr. Wuitren. I would, as to what the committee can do. And 
before we get our bill out I would like to recommend to the committee 
that we provide funds to ascertain these facts. 

We are discussing cotton, but I want this to apply to the other 
commodities handled by the Commodity Credit Corporation where 
we have trouble of a similar kind and nature. 

Mr. WHEEutER. I was going to observe that I take it that all the 
information the Department has on production abroad of cotton and 
wheat is included in the table submitted earlier, on page 128 of the 
hearings on the urgent deficiency appropriation bill, 1955. This 
table shows estimates of production for major countries through 1954. 
The 1955 column is quite sketchy with an indication for numerous 
countries ‘not available.”” Now, I think the problem you bring up 
might well be discussed with the Foreign Agriculture Service and see 
what would be involved in making some special effort to fill in the 
gaps on this table. 

Mr. Wuirren. Well, we will follow the suggestion when the 
Foreign Agricultural Service is before us. We also expect to go into 
the question of whether current information has been as thorough as 
it might be. I mean, lack of finances, personnel, and one thing and 
another. It might not be insufficient with sufficient detailed back- 
ground to meet the needs that you have here where there are so many 
issues dependent upon it. 


REPORT OF RELIEF BILL BY AGRICULTURAL COMMITTEE 


Mr. McConnell, we have reported to the House the bill by the 
Agricultural Committee, which, I think, is slated for next Thursday 
which provides some small measure of relief. I have been disappointed 
that, up to this point, I have heard of no approval of this relief by 
the Department. I also say that the bill as now written fails to meet 
some of the problems that T see in connection with your report. For 
instance, I know in my own area in many counties, the county com- 
mittee has taken what cotton acreage it had in that county, and it 
has met its 5-acre requirement, but because it took that limited 
acreage to the county and met its 5-acre problem, it left the total 
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amount of acres so small as to cut the fellow between 5 and 35, say 
some of them cut more than 50 percent. So it is my belief that whi) 
you may wish to limit the total number of acres that the Congrey 
might add to the present in an effort to meet the present 5-a¢p 
problem, there would be need for latitude. In other words, counti« 
that met that 5-acre requirement have none left. You would jo 
add to your total, but you would give them some latitude so that the 
fellow who did his part could act where his present problems exist 
My suggestion was that the bill which provides something like 
500,000 or 600,000 acres to individual farms to raise enough of the 
average for the 3 years or to 5 acres, whichever was the lesser, that 
it carry with it the provision— 

and not to exceed 10 per centum of the total acreage increase in any State may be 
withheld by the State committee and allocated by such State committee to mee 
cases of undue hardship as may be determined by said State committee. 

In other words, there is no way in the world to write a bill her 
that would fit all cases and as a result you have to give some degre 
of latitude, else your relief under the proposed bill would go to the 
county that did not try to meet its 5-acre responsibility and non 
would go to the county that took what it did have and gave it to 
the detriment of the others. 

Mr. McConne tt. Mr. Chairman? 

Mr. Wuirten. Yes. 

Mr. McConnetu. Mr. Rhodes and I were looking at that this 
morning. I would like to discuss this across the board with you. 

Mr. Wuirttren. Yes. 

Mr. McConne tu. Not with the idea that the Department is con- 
mitting itself one way or the other, but to get the facts. 

Mr. Wuirten. Yes. 

Mr. McConnett. Mr. Rhodes, if you can bring out what we see 
would happen with this bill? 

Mr. Wuirrten. In the first place, the situation is so serious we 
cannot keep a farm program year after year if you are going to cut 
back, cut back, cut back, only to give our acreage to foreign countries. 
You cannot keep your farm program and not let your farmers farm. 
You cannot keep that up. I feel it so intensely and see the ill effects 
that I was glad to see a bill come out, because you have to have 4 
bill by the committee and on the floor before you have a chance to 
make it fit the need. But, like you, the bill may be the proper way 
to set the number of acres of relief, but it is entirely too inelastic, as 
I see it, to meet the existing problems. With that, I would be glad 
to hear your discussion, Mr. Rhodes. 

Mr. Ruopes. Well, Mr. Whitten, of course this bill, as you knov, 
provides for the 3-percent increase in each State’s allotment and thet 
it goes immediately from the State to the small farms. H. R. 3952 
would increase the national allotment by about 543,000 acres. We 
have made a preliminary breakdown of this amount just to see how 
the individual States would be affected. In Alabama, for instance, 
our estimate is that it will take 52,000 acres to take care of the small 
farms and they would get only 33,000, so there would be nothing left 
over. In the State of Arizona practically all is left over. The State 
of Arkansas, they need 8,500 and would get 45,000. So 80 percelt 
would be available to go to the larger farms. In Florida they need 
10,000 and they get 1,000 so they can go only one-tenth of the way 1 
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king care of the small farms. Georgia needs 42,000 and they get 
3.000 so they go half the way. Louisiana would just about take 
are of the small farms. Mississippi needs apparently over 68,000 
nd they get 52,000, so it would not even take care of the small farms. 
fissouri would get about three times as much as they need for the 
mall farms. North Carolina needs 86,000 and they get only 15,000 
» they could take care of only about 17 percent of their small farms. 
outh Carolina needs 36,000 and would get 23,000. The State of 
‘exas needs only 26,000 to take care of the small farms and would 
et 228,000, so they would have about 200,000 left which would be 
broken down at the State level to the counties and under this bill 
vould be used to bring each farm up to 60-percent of the 1954 acreage 
planted to cotton and whatever was left over would then go into the 
ounty committee reserve. I think these figures show that the way 
his bill is written you do not take care of the small farms in most 
tates and you do not have anything left for the larger farms which 
ou have been talking about. 

Mr. Wutrten. Your information there is very helpful to the com- 
1ittee and I am glad to have it explained. When I want you to do 
omething I want to have your help, and when I want the other side 
] would rather you did not work so hard. But it does clearly demon- 
trate the need we have in the Congress for your recommendations as 
to how things will work. 

Mr. McConnetu. If the Congress were going to pass a bill with or 
vithout our approval, we would rather have one that would do the 
job rather than one that would raise so many problems. For in- 
tance, if you take care of two-thirds of your small people in the State 
and leave the other third out, your public relations job is even worse 
than it is now. So there has to be some manner of fitting this into 
where it belongs. Otherwise, you would go so high in the acreage 
necessary to cover it all that you would run into the objection that 
you are actually raising by a material amount the amount of cotton 
a raised next year. It seems to me that Congress should avoid 
this. 

Mr. Wuitrren. Whatever Congress should or should not do, there 
are many conflicting opinions about this thing in the Congress. As 
a matter of practical fact, there are limits to what you could get 
through at all. I know that, and you have to keep that in mind. 


DIFFICULTIES UNDER EXISTING LEGISLATION 


_ Mr. Ruopgs. The thing that makes it so extremely difficult, if not 
impossible, is that under existing legislation each State has certain 
ways they may go in putting out the allotments and then the counties 
do. For instance, to point out what I mean, here in the State of 
Oklahoma they handle their allotment in such a manner that they took 
care of all their small farms except they need only 3,500 acres to take 
care of them. Whereas, in the State of Mississippi, the State of 
Georgia and the State of Alabama on this side where they have so 
many small farms they took the other route and made everyone take 
their proportionate share. So if you write something that will take 
care of them in certain States you make it unequal for others. 

Mr. Wuirren. I have had no chance to help in writing this bill. 
As you know, I am not on the legislative committee. My thought is 
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this, that the total number of acres that are included in this bil] be in 
line with the amount of this problem which exists and that to th 
various States be given the acreage that is required to meet this 
problem. Then, at the State level leave them some leeway to moo 
their problems because, as I pointed out earlier, the State that took jj, 
cotton and met the problem, they did not have any left. So I knoy 
we need some leeway to meet the problem which comes from this 
We will certainly need to have it broad enough to where the limit of 
the total number that you add to by the amount of this problem tha 
exists, but after you do that then at the State level let them use what 
goes to that State based on the amount of the problem that it has for 
applying it to the problem that now exists. . 

Mr. McConnetu. The smaller the acreage you can do the job with, 
the better the chance you have in Congress. 

Mr. Wuitren. You are not able to give us any information as to 
the Department’s position at this time? Is it under consideration? 

Mr. McConnetu. The Department’s position at the moment js 
against any increase. 

Mr. Ruopves. We have not been requested to report on this par- 
ticular bill, H. R. 3952. 

Mr. Wuirten. I would be glad to have an analytical report on the 
effects of this bill. 

Mr. McConne tu. Yes. 

Mr. Wuirten. I would like to have it if we could by Monday. 

Mr. McConne tu. That is a proper request. I do not see why we 
should not. 

Mr. Wurirren. I mean where it meets the problem and where it 
does not. 

Mr. McConne it. I want to say that we have had complete coop- 
eration of the directors of extension. 

Mr. WuirteENn. | am a great believer in extension and this is another 
chance for me to say it and another example of how well it works. |, 
of course, will say that when the farmer does not have the cotton 
acreage a visit from the agent will not cure this problem, but I do 
want to say here that this is a concrete result or illustration of the 
effect of this acreage announcement which, in turn, comes from the 
law. It indicates what can happen in all these other commodities 
and is certainly evidence that we must stop, look, and listen. | am 
glad to hear the cure from the other fellow, but cure there must be. 

May I thank you again, Mr. McConnell, Mr. Ferguson and Mr. 
Rhodes, for the thoroughness with which you have met this problem 
of getting the facts. 

Mr. McConnetu. Thank you. 
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THuRSDAY, FEBRUARY 24, 1955. 


COMMODITY STABILIZATION SERVICE 


WITNESSES 


JAMES A. McCONNELL, ASSISTANT SECRETARY OF AGRICULTURE 

EARL M. HUGHES, ADMINISTRATOR, COMMODITY STABILIZA- 
TION SERVICE 

WALTER C. BERGER, ASSOCIATE ADMINISTRATOR, COMMODITY 
STABILIZATION SERVICE 

PRESTON RICHARDS, DEPUTY ADMINISTRATOR, PRICE SUPPORT, 
COMMODITY STABILIZATION SERVICE 

H. L. MANWARING, DEPUTY ADMINISTRATOR, PRODUCTION 
ADJUSTMENT, COMMODITY STABILIZATION SERVICE 

F. R. McGREGOR, DEPUTY ADMINISTRATOR, OPERATIONS, COM- 
MODITY STABILIZATION SERVICE 

R. P. BEACH, BUDGET OFFICER, COMMODITY STABILIZATION 
SERVICE 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, DEPARTMENT OF AGRICULTURE 


ARTICLE IN MEMPHIS COMMERCIAL APPEAL 


Mr. Warrren. Mr. McConnell, prior to starting this hearing, and 
in connection with our earlier hearing showing that 55,000 cotton 
farmers are now out of work in the South and 130,000 families are 
making less than $1,000 gross each year, I would like to point out an 
article which appeared in the Memphis Commercial Appeal under 
date of February 13, 1955. It points to the result, as I see it, of the 
failure of the Government to offer cotton for sale at a competitive 
world price. 

I think this would be of interest to you and to the committee and I 
will ask that it be put in the record. But I will read portions of it 
here so that we may all follow it. 

The article is entitled ‘‘America’s Gift to Deep Wells to Desert 
Lands May Provide Food That Will Still the Cry of Hunger and 
Bring Peace to Discontented Hordes.” 

The article states: 


The Children of Israel were in too much of a hurry. 

If they had waited about 4,000 years, they wouldn’t have had to wander in 
the wilderness for four decades to reach the land of Canaan. 

Because the Arabian Desert they crossed is today blooming like a rose—it’s a 
land of milk and honey growing more fruiful even than the Egypt the Israelites 
left behind or the Palestine they sought. 

Nomads then, farmers now: They looked fearfully backward for 40 years at 
the land of Memphis on the Nile—but today the nomads of the desert they crossed 
- becoming stabilized farmers, thanks to products made in Memphis on the 
Mississippi. 

Memphis made products lift cool clear water from between 1,600 and 2,200 feet 
below the desert’s burning sands. 

igs did the trick and on water, says Harold T. Smith, floats the fate of the 
worid. 

Mr. Smith is an engineer who for 30 years has been drilling wells and building 
hydraulic systems all over the earth, installing pumps and equipment manufac- 
tured by a Memphis-based worldwide water supply organization. He should 
know whereof he speaks and the results of his labors bear out his prophecies. 

Water only hope for food: 
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He’s a civil engineer and a hydraulic engineer, too, is the Napoleon-small may 
with ideas as world-shaking in scope as Waterloo. He spent a day last week jy 
Memphis and before setting off on another junket to drill wells in faraway spots 
went around the world on opinions gleaned from years of intimate contact with 
people from peasant to prince. 

‘“‘Water development holds the future of the world,’”’ Mr. Smith said. “That's 
because water means food for the earth’s growing populations and food in the 
world’s belly means less dissatisfaction and consequently less of a readiness to go 
to war.’ 


Now, I wanted to point out particularly the part that applies to the 
question I want to submit. 


The United States in the past 2 years, he said, has made $26 million worth of 
grants to foreign countries to increase their water supply and thereby increase food 
production by 5 million tons annually. 

This effort is enabling democracy to retain toeholds in many lands which other. 
wise would long since have succumbed to communism, the man known around the 
world as ‘‘Deep Well’? Smith declared. “In our first 12 months in India, we 
completed 408 wells, each irrigating 400 acres of reclaimed land. That’s a total 
of 163,200 acres of land now growing crops to feed India’s teeming multitudes, and 
that makes the Indian people that much less susceptible to the inroads of com- 
munism which preys on empty stomachs and the despair of hungry people.’ 


The records show that India increased its cotton production by 
about 2 million acres last year. 
Continuing with the quotation: 


Mr. Smith and his crew of well-digging engineers have just completed the job 
of developing 58,000 acres of land for the Memphis cotton firm of Anderson- 
Clayton & Co. They went into the desert area along the coast of Peru, in South 
America, and reclaimed the barren region with water. 


MEANS MILLIONS TO PERU 


Anderson-Clayton made a contract with the Peruvian Government, Mr. Smith 
related, to develop the arid land and the cotton firm spent nearly $2 million 
installing wells and irrigation systems. They thereupon turned half the land 
over to Peru for sale in small parcels to farmers, and planted their own half in 
cotton. The project, started in 1952, last year realized a cotton crop valued at 
$6 million, he said. 


When all the time the United States Government was keeping the 
support price and not selling at world prices. 


The President of Peru termed the Anderson-Clayton project ‘“‘an outstanding 
example of how American capital is helping to develop our country.” 


Proceeding further, quoting Mr. Smith: 


Almost immediately the press began to agitate about the money being on hand 
and lying idle, it all ended with the funds going to the inevitable project—steel 
mills and railroads. 

That may bring up a new twist on history which shows that the technological 
nations building up backward nations are almost always devoured by the lands 
they build up. We are building up India’s economy and her industries. We are 
building in India the world’s largest hydroelectric plant—a system that will 
dwarf the Tennessee Valley Authority. * * * It may sooner or later prove to 
be a fact that India will turn against us and side with Russia to cause our downfall. 


Mr. McConnetu. You are quoting Mr. Smith? 
Mr. Wuirtten. Yes. I will insert the balance of the article here. 
(The remainder of the article follows:) 


The small packaged human dynamo of an engineer reverts again and again to 
India when his memories go globetrotting. Like Kipling’s famed creation, Gunga 
Din, he believes that country “does its work on water.”’ And that land of mystery, 
more so than any other on earth, floats its future on water. 

Last year, the House of Representatives Subcommittee on Appropriations 
inspected Mr. Smith’s irrigation projects in India which are being financed by 
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rants from this country. They were lavish in their praise, Mr. Smith said, 
commenting that the Indian projects were ‘“‘one American program really showing 
results.” 

The general run of irrigation projects, such as being fashioned in India, embrac- 
ing wells, gravity dams, and ditches, requires from 8 to 15 years to complete, 
Mr. Smith said. 

But Mr. Smith refrains from going overboard in talking of what lies ahead 
in India; despite the fact that he is still working on well-digging contracts there, 
he paints no optimistic scene. 

Not long ago, an Indian geologist made the statement that Russia will not go 
to war with the United States until she is able to control the annual production 
of 100 million tons of steel and the transportation to put that steel where she 
wants 1t. 

Not long afterward, our point 4 program appropriated a large sum of money 
foran Indian project. The money arrived and we were all set to go with the job, 
when Nehru (Indian Prime Minister Pandit Jawaharlal Nehru) began a cam- 
paign of propaganda against it. The Indian press took it up and the project was 
killed. 

Almost immediately, the press began to agitate about the money being on hand 
and lying idle. It all ended with the funds going to the inevitable projects— 
steel mills and railroads. 

That may bring up a new twist on history which shows that the technological 
nations building up backward nations are almost always devoured by the lands 
they build up. We are building up India’s economy and her industries. We are 
building in India the world’s largest hydroelectric plant—a system that will 
dwarf the Tennessee Valley Authority. It may sooner or later prove to be fact 
that India will turn against us and side with Russia to cause our downfall. 

Asked whether he had ever experienced trouble with the Communists in his 
reclamation work, Mr. Smith said his crews experienced some labor trouble in 
Punjab, India, but he attributed those demonstrations as staged to coincide 
with the arrival of congressional inspecting groups. Several minor attempts have 
been made to sabotage machinery, he said, but such incidents come in spurts 
and never amount to much. 

All we are doing or attempting to do in the Near East and Far East may 
prove futile in holding countries of those world areas from plunging behind the 
Iron and Bamboo Curtains, Mr. Smith said. 

“Too little and too late,” is the summation as he sees it. ‘‘The United States 
is caught in the middle between the Near East Jewish-Arab controversy and, 
despite all our help to the Arabs, we haven’t been able to bring them to the place 
where they will rely on us.” 

Even the American-financed and American-built Transjordan ‘‘TVA”’ project 
transforming desert into rich farmland, is not going to prove sufficient to soften 
the interracial conflict going on in the Near East, he believes. 

In the “Far East” the ‘‘United States missed the boat when we failed to go 
into Korea with all we had,” Mr. Smith said. “It is the belief in southeast Asia 
that the United States took a licking in Korea from Red China, and we lost face 
and prestige there to an almost irretrievable degree. We are working with all 
we have in Thailand, Pakistan, and the Philippines, but most of the Asiatic 
countries feel that we abandoned them to communism in our conduct of the 
Korean war,” 

WATER 10,000 FEET UP. 


Mr. Smith makes his home today in Quito, Ecuador, where he has lived since 
1940. For 10 years before that, he lived in Mexico. As the result, many of the 
Latin American leaders of today were his friends when they were underlings on 
the way up. 

“In Eeuador, I’m building water systems that produce 35 million gallons of 
water a day, in altitudes 10,000 feet above sea level. I’ve put more than 2,000 
water pumps in Mexico and as many in Central American countries. And this is 
the region on which America should be concentrating.” 

Not long ago, Mr. Smith was awarded the Republic of Ecuador’s El Merito 
decoration for his work “bringing progress and sanitation and water and irriga- 
tion to our country.” 

_Latin American diplomats and politicians feel the United States is missing a 
big bet in not trying to build up stronger hemisphere defenses. They have the 
idea, Mr. Smith believes, that this country has abandoned them by concentrating 
all our efforts in Europe and Asia. 
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“The Christian world stops at the Mediterranean and a great change tas 
place from there on,” the engineer said. 

After you leave the United States, you run into a wholly different philosophy 
The Latins cannot understand why we ignore them and play ball with the peop) 
of Asia and the Near East. They feel they are a part of us—the Christian wo, 
and they are ready to go along with us. They point out that the entire Easter 
bloc of nations is tied into the pound sterling economy, while South Ameri 
belongs to the dollar bloc and needs roads and power development. And the 
are resentful that we are not coming in to help develop their countries but instead 
pouring money where they believe is a lost cause. 

“We turned our back on Peron and his Argentine Government, but we could get 
over our differences there and make of that country a great ally.” 

South Asians have laughed off the talk by Secretary of State Dulles of ‘‘masgsiye 
retaliation,’’ Mr. Smith said, because the words were not backed up by the American 
Congress. But the congressionally approved action off Formosa is having a big 
effect and our “get tough” volicy with the Chinese Reds will help us with the 
Far Eastern countries hanging in critical balance, he believes. 


AMERICA PRESTIGE LOWEST EVER 


America Prestige Lowest Ever. 

‘‘But confidence in the United States is lower todey in Asia than I’ve ever 
seen it in 30 years of foreign work around the world,’’ he said. 

Mr. Smith left Memphis, after placing an order for nearly a million dollars’ 
worth of pumps and irrigation equipment with Layne & Bowler, Inc., and headed 
for Colombia and his pet land-reclamation project. He will soon be back in 
the Near East to check on his work there—where they call him the Modem 
Moses. 

“It goes back to the Biblical story of Moses striking water from the wilderness 


rock with his staff,’’ he said. ‘‘The Arabs believe I do something along that line 
too.”’ 


Maybe he does, at that. 
INCREASE IN COTTON ACREAGE ABROAD 


Mr. Wuirtten. I cited the Department’s own figures in the record 
yesterday at page 80 of the hearing. They showed that last year Brazil 
increased its cotton acreage by 500,000 acres, as we were cutting 
down our acreage in the United States. 

Egypt increased hers some 200,000 acres. Peru is increasing her 
acreage. While for the present year the cotton program of the United 
States eliminates 55,000 farmers in the South and reduces 130,000 
below a subsistence level. The two countries that we know about, 
Mexico and Egypt, have planned to keep up the pace which they set 
last year, and presumably other countries will too. 

And in this article, it is stated that American capital, through such 
companies as Anderson-Clayton, is putting up the money. In addi- 
tion, we are putting up money for digging wells in many areas. ll 
of this time we are cutting out our acreage here while they are 
increasing Overseas. 

I mention this because I know that, while you and I may differ 
on how we deal with the problem, you and others do recognize the 
problem and can see that sooner or later something is going to have to 
be done. I hope before the hearings are over, we will be able to get 
the Secretary back to see what has developed since he was first before 
us. 
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SUMMARY JUSTIFICATION DATA 


With that, we will now take up the matter that is now before us, 
he Commodity Stabilization Service. We will insert in the record 
page 134 of the justifications. 

' (The page referred to follows:) 


ComMopitTy STABILIZATION SERVICE 


Summary of appropriations, 1955, and estimates, 1956 ! 





Item Appropriated, | Budget esti- | Increase (+) 
1955 


mate, 1956 or decrease (—) 





—$2, 250, 000 
61, 600, 000 +2, 000, 000 


Total direct annual appropriations or estimates _- 100, 850, 000 | 100, 600, 000 | —250, 000 





1 Excludes administrative expense authorization for Commodity Credit Corporation. 
?In addition, $95,778 available from prior-year balances. 


GENERAL STATEMENT 


Mr. Wuitren. We will be glad to have your statement, Mr. 
McConnell. 

Mr. McConne.u. Thank you, Mr. Chairman. 

Mr. Chairman and gentlemen of the committee, it is a pleasure to 
have the opportunity to discuss with you this morning the budgets for 
financing those functions which are the responsibility of the 
Commodity Stabilization Service. 

The budget for the Commodity Stabilization Service includes 
requests for funds for — 

1. Agricultural adjustment programs (acreage allotment and 
marketing quotas). 

2. Administration of the Sugar Act. 

3. Commodity Credit Corporation operations. The requests include 
an administrative expense limitation, restoration of capital impair- 
ment, and four items to reimburse the Corporation for past costs. 
These items include the International Wheat Agreement, emergency 
assistance to Pakistan, assistance to friendly nations, and the 1953 
emergency feed program. 

Mr. Earl M. Hughes, the newly appointed Administrator of the 
Commodity Stabilization Service, and his assistants are here to pre- 
sent in detail the budget for that agency. 

To summarize the budget of the Commodity Stabilization Service 
very briefly, the estimates before you pertaining to operations to be 
conducted during the fiscal year 1956 total $126,600,000. This is an 
increase of $460,000 over the $126,140,000, provided for the same pur- 
poses during the current fiscal year. The estimates include $39 mil- 
lon for the agricultural adjustment programs, $61,600,000 for the 
sugar program, and $26 million for the CCC administrative expense 
authorization. 

The estimates for actual operations, that is, salaries and other ex- 
penses, are nearly $2,300,000 less than the amounts available for these 
purposes during the current fiscal year. This reduction is estimated 
to be achieved primarily through savings to be effected in the acreage 
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allotment and marketing quota programs on wheat and the acreay 
allotment program on corn. There will be slightly less work ung» 
these programs and there has been considerable improvement in ope. 
ating procedures. 

A small reduction in administrative expenses of the CCC (exely;. 
ing the reserve) is contemplated, due primarily to anticipation of , 
somewhat smaller volume of price-support operations. A small jy. 
erease is being requested under the sugar program for compliany 
checking. 

Probably the most significant developments which are occurring in 
Commodity Stabilization Service operations are the estimated jp. 
creased disposals of CCC stocks. During the fiscal year 1954 th 
Corporation disposed of commodities valued at $1.4 billion. It js 
estimated that disposals in 1955 will have a total value of $2.1 billion 
and in 1956 a total value of $2.4 billion. These increased disposal 
are attributable to a more aggressive sales policy as well as to several 
major legislative enactments of the last session of Congress. 

The latter include the following: 

(1) Title I of the Agricultural Trade Development and Assistance 
Act of 1954, which authorizes the sale of surplus commodities for 
foreign currency. This budget contemplates that $400 million worth 
of commodities will be disposed of in connection with this program 
during the fiscal year 1955 and $200 million worth during the fiscal 
year 1956. Since the budget was prepared, however, the estimate for 
1955 has been increased from $400 million to $453 million; 

(2) Title II of this same act which authorizes the use of CCC surplus 
commodities in meeting famine or other urgent relief requirements of 
friendly nations. It is estimated that $120 million worth of com- 
modities will be disposed of in connection with this program during 
the fiscal year 1955 and $100 million worth in 1956; 

(3) Barter and exchange activity, which has been emphasized and 
implemented by new legislation, particularly section 303 of the 
Agricultural Trade Development and Assistance Act of 1954. During 
the fiscal year 1954, $29,436,781 worth of commodities were involved 
in the barter and exchange programs of the Corporation. It is antici- 
pated that this program will increase to $200 million in each of the 
fiscal years 1955 and 1956; 

(4) An amendment to section 416 of the Agricultural Act of 1949 
which permits donations of commodities to prevent waste and author- 
izes the Commodity Credit Corporation to pay processing, packaging, 
transporting, handling, and other charges. The cost value of dona- 
tions under section 416 which amounted to less than $50 million during 
the fiscal year 1954, are estimated at $262 million during the current 
fiscal year and $243 million during 1956 ; 

(5) An amendment to section 407 of the Agricultural Act of 1949 
authorizing the donation of commodities to distress and disaster areas 
in the United States. It is estimated that $64,430,000 worth of feed 
grains will be disposed of in connection with the current drought pro- 
gram. No provision is made in these estimates for similar donations 
during the fiscal year 1956. 

The above type of dispositions account for about 40 percent of the 
total value of our estimated dispositions during the fiscal year 1955 
and about 30 percent of the value of our dispositions in 1956. It 1s 
estimated that the value of dispositions under our regularly authorized 
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programs, including the International Wheat Agreement will increase 
hy approximately $500 million in 1956—from $1.3 billion in 1955 to 
s1.8 billion in 1956. The largest increase in sales is expected for 
cotton but substantial increases are also contemplated for corn, wool, 
and grain sorghums. 

We hope our estimates of disposals do not prove to be too optimistic. 
If they are reasonably accurate, and unless unforeseen developments 
increase acquisitions under price-support operations above our esti- 
mates, we will be able to slow down or stop the further accumulation 
of CCC-owned stocks and perhaps reduce the investment in price- 
support loans and inventories from the total of $6.2 billion anticipated 
as of June 30, 1955, to $5.5 billion as of June 30, 1956. 

Mr. Wuirren. Mr. McConnell, of course, we have had a series of 
hearings on this subject. 

Mr. McConneE... Yes. 

COMMODITIES OFFERED FOR SALE ON COMPETITIVE BID BASIS AND 
OTHERWISE 


Mr. Wuirren. I have pointed out repeatedly that the charter of the 
Commodity Credit Corporation provides for the sale of any com- 
modities that it might have in world trade on a competitive-bid basis. 
The records show that approximately $3,792 million worth of com- 
modities have not been offered for sale. 

[ realize that you are a part of the administration and of the Govern- 
ment and, to a considerable extent, committed to its policies. But if 
the president of a corporation, and the operating head, came in to 
account for his handling of the corporation business, and reported to 


the board of directors and the stockholders as to how much of the 
assets he had gotten rid of, a part by barter, a part by give-away, 
and another part by sale for foreign currency, the first question I 
would ask him is: Could you sell these commodities? 

In your case, the answer would have to be ‘‘Yes the law permits it, 


, 


but we did not see fit to offer them for sale for dollars.’ 
My next question would be, ‘How long do you think we should 
keep you in charge of that corporation?” 
Now, first, I haven’t asked you this question as an individual, 
because, as I pointed out earlier, I realize that you are committed to 


the policy of the Government. 
Mr. McConnetui. You mean, how long should you keep me in 


charge of this? 

Mr. Wuitren. Not you as an individual. But how long should we 
keep up this management. And I may say, this problem antedates 
your administration. 

Mr. McConnetu. Mr. Chairman, I think it is a fair question. 

Mr. Wuirten. I will not require an answer because I think it has 
been answered by the various witnesses who have appeared here. 
But I would be pleased to discuss it. 

Mr. McConne tt. I would be glad to discuss it; that is to say, the 
policy is directed at accelerating the disposal of commodities— 

Mr. Wuirren. Would you not like to be able to come up here as a 
witness, however, and not have to use the words ‘‘disposal’’ and 
“disposition”? in connection with commodities that could have been 
offered for sale? Is it not alittle trying to have to prepare a statement 
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where, instead of being able to tell us how much was sold, you hay 
to use such words as I find in this statement, repeatedly: ‘Disposal. 
“barter,” “exchange,” “grants,” “gifts,” “disposition?” It is quiy 
trying, I know. 

Mr. McConne tu. Of course, some of that is law, rather than being 
done by us. 


Mr. Wuirren. I would like to have a set of tables furnished y 


connection with your statement showing the commodities that wer 
offered for sale during the last 2 years on a competitive basis, and wha; 
was sold. I would also like to have a list of commodities of the Corpo. 
ration which were not offered for sale on a competitive-bid basis, and 
of those commodities, how many have moved, itemized by grants, 
giveaways, barter, or any other means other than sale. 

(The information requested follows:) 


Commodities offered for export sale on a competitive-bid basis during calendar year 
1953 


Offered 


Commodity Estimated | Percent | 
Quantity |cost, largest /@reest offer 


| 
Estimated | Estimate 
offer to inven- Quantity | cost | proceeds 
tory 


a | Peete 
Pea beans. pounds._| 58, 045, 700 | $4, 875, 838 58, 045, 700 | $4, 875,838 | $1, 528, 329 
Austrian Winter pens... ...| 40,335, 700 | 2,218, 464 5 |. 


oi. 98, 185 "98,185 | «16, 398 


| 


Totals 





1, 537, 427 
Note.—W heat is sold for export under the International Wheat Agreement and outside the agreement 
at oe ~~ domestic prices but is excluded from this statement since none was sold for export on a competi- 
tive-bid basis. 
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120, 034 


205, 


1, 


, 120 


‘ 


6,13 


! 


©) applicable 


|1, 130, 683, 491 


} emer, 20, EVI 


port of price-support commodities as of Feb. 16, 1955, based on records and known 
Re P pp 


commitments in CSS CPN OTY divisions and offices 


Commodity 


during 19053 


Commodities offered for export sale on a competitive-bid 


basis: 
Butter. . 
Whey and whey products_-_- 
Barley ---- . 
Beans, dry edible 
Flaxseed_ ‘4 
Grain sorghum _ : 
Oats — 


sitions 


sp 


to di 


Rye Steeles dee 
Seeds, winter cove r crop- 


Cottonseed oil. 

Linseed oil_..__- 

Olive oil 2. sZt 

Wei ORs os cemani <paqditrte dy ens seat 


Subtotal__.-.-- 


Commodities which have not been offered for export 
sale on a competitive-bid basis: 
Cotton, upland 
Cotto: Mngemts ss 655.2 - 552 
Cheese. ag 
Milk, dried _- 


adjustment (decreas 


Estimated total stocks ! 


Unit of measure 
Quantity | 


264, 445, 000 
35, 018, 796 
282, 000 
107, 000 
305, 000 
4, 378, 000 
17, 824, 000 
1, 760, 000 
26, 668, 000 
254, 300, 000 
58, 278, 000 
348, 774 

38, 321, 000 


Pound 

do oan 
Bushel 5, 
Hundredweight 
Bushel J 
Hundredweight 
Bushel 

do___. 
Pound. 

a 

= 
Gallon_. 
Pound _. 


1, 803, 162 

1, 154, 693 
343, 500, 000 
75, 532, 000 


Bale____ 
a 

Pound... 
do__.. 


(in 
sands) 


Total cost 


thou- 


$171, 360 
1, 967 
7, 432 

996 

1, 362 

13, 362 
15, 489 
2, 781 
3, 760 

45, 094 
9, 907 

892 

9, 427 


3 283, 829 


309, 711 
67, 364 
137, 400 

12, 312 
1, 010, 300 


' Represents 


Agreement 
and out- 
<i from this statement since 


ational W heat 


exechuide 


OTTIE Tt at Lessess 
‘ 


> ragere 


610, 822, 000 
1, 471, 000 
30, 055, 000 
667, 474 

56, O85 l, 


Bushel 
Hundredweight 

| Pound._-_- 
Drum (517-pound). 


15, 481 
15, 959 
26, 112 
538 
714 
76, 674 


Seeds, hay and pasture__.__- ewe 


Rosin... ae i a ad 
Turpentine -_- Barrel (50-gallon)- 
, 267, 000 


Tobacco. teieatd she taaeabs ; Pound... 
WN i ne re ee ee : do... 109 229° 523 

: ‘L, 673, 565 
J 732, 259 


Subtotal. -.-- 
Wheat 4... 


Total_- 


S61, a2 x0, 000 


Bushel.. 


3, 689, 6! 53 


! Estimated total stocks owned by ccc otien commitments to purchase less commitments to sell. 
cludes 1 million bales of cotton and 400 million bushels of wheat set-aside, and limited as to disposition pur- 


suant to the Agricultural Act of 1954. 

? First offered for export sale on a competitive bid basis: olive oil, Feb. 23, 1955; tung oil, Feb. 14, 1955. 

’ Although CCC has noinventories of peanuts and honey at the present time, available quantities of these 
commodities were offered and sold for export on a competitive-bid basis. 

4‘ Wheat is offered for export sale at International Wheat Agreement prices. 


In- 


Mr. WuitteN. Some several years ago, Mr. McConnell, during the 
period when I was chairman of this committee, we had an investi- 
gation of the Corporation by committee investigators. We discovered 
a great many shortages, various scandals, and ‘things of that sort. 

During the last year, and I am sure it is not due to your actions, 
because I have the utmost confidence in you and your people, but 
due to the system and various other things concerned with it, and due 
to the fact that we have held the commodities so long, we have had 
another examination made, which has disclosed several things that I 


think are worthy of calling to your attention. 


INSPECTION OF WAREHOUSES AND CCC-owNnep BINs 


At this time, I would like to ask you how often do you have i inspec- 
tions and what size staff of inspectors you have at the present time? 

Mr. Bracu. You are speaking of w ‘arehouses? 

Mr. Wuirten. Yes; what is the system and how does it work? 


Mr. Bracu. I think Mr. Richards would be in better position to 


answer that. 
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Mr. Wuirren. Yes, Mr. Richards? 

Mr. Ricwarps. Mr. Chairman, in connection with the grains y 
have a division in Washington, and each commodity office has a divi. 
sion which is specifically charged with the inspection work. Oy 
schedule calls for each elevator, where grain is stored, to be inspected 
at least twice a year. 

One of those inspections is primarily to check housekeeping in the 
elevator, but the second one is a check of the grain in the house, 

On the perishable commodities, our schedule calls for an examination 
of the product in 90-day cycles; that is, every 90 days. We hay 
been behind, -particularly with the perishable commodities, and | 
would not say that we are up to date on the 90-day examination 0 
all these commodities but we are getting caught up. 

Mr. Wuirten. Is it not a fact that you leave the inspection up to 
the State committees? 

Mr. Ricwarps. Mr. Chairman, in that connection, until January 
1 of this year, as a matter of fact, the country elevators were examined 
by the State and county committees. 

We have recently changed that, however. The terminal war. 
houses, the canaindl elevators, have always been inspected by ware- 
house examiners from the commodity offices, and beginning January 
1, 1955, in most areas, and by March 1 in all areas, all warehouses will 
be examined from the commodity offices. Thus the country ware- 
houses and terminal elevators will be examined by one set of examiners, 

Mr. Warrten. Mr. Richards, when we first had this investigation, 
I was convinced that one of the problems was that, where the com- 
modities stored are not being offered for sale, and where the Govern- 
ment does not check up on them too often, and where the owner of the 
warehouse sees that we are giving them to India or some other country 
with no effort on the part of the Government to get any money out of 
them, there was somewhat of an open temptation to at least benefit 
somewhat by mixing grains. Where they had the right under the 
State law, to buy and sell and mix with other grains—it was almost an 
invitation to make use of the grains which the Government had left 
there for 2 or 3 years. 

In connection with our hearing and our investigation, we found that 
many warehouses had been approved which were wholly inadequate 
to meet the needs of the law. You doubtless are familiar with that 
investigation and what it disclosed, and I do not have it before me now. 

What is disturbing me is that our investigators have again reported 
to us that the same lax sort of way in handling these matters now 
exists. 

These are conclusions that are based on our investigators’ findings: 

Despite many mistakes made in the past on procuring storage structures which 
have resulted in heavy losses to the Commodity Credit Corporation and com- 
modity deterioration, many of the same errors were made and the same unreliable 
fabrications were dealt with on recent purchase programs. Future losses will 
undoubtedly be heavy from unsatisfactory bins purchased. 

It makes you wonder what efforts are made to require these struc- 
tures to come up to par, and how you can justify dealing with a man 
who has already been found unreliable, insofar as the type of structure 
is concerned for the product he is handling. 

Do you have any knowledge of those conditions yourself? 

Mr. Ricwarps. Mr. Chairman, perhaps I did not fully answer your 
question. I was directing my answer to the question of warehouse 
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inspection, where the commodities were stored, in elevators and 
warehouses owned by the private trade. 

Now, the problem that I think you may be getting into, is the 
fact that in addition to the warehouse-stored commodities, we have 
something like 500 to 600 million bushels of grain stored in CCC- 
owned bins, and those bins have been purchased by the CCC. That 
has been a continuing problem; they are stored in bins in sites through- 
out the country. We have done some things I think to improve the 
situation but I think we need to do more; I would say that. 


CALKING COMPOUND SPECIFICATIONS 


Mr. Wuirtren. These investigators found that within the Depart- 
ment they have had experts determine what was essential in a calking 
compound to protect the grain bins. They find: 

Calking compound for grain bins shall have a noncuring polysulphide rubber 
base equal to thiokol and shall be similar in composition to 3—-M sealer formula 
EC-612 (bulk) or EC-—1126 (extruded) should preferably be in extruded form 
beads three-sixteenths, or tapes l-inch by \-inch, shall be guaranteed to retain 
adhesive and pliability for not less than 4 years at temperatures ranging from 
minus 20° to 120° F. Laboratory or field exposure records indicating such quality 


shall be submitted. 

In addition to the test conducted by research engineers at Beltsville, 
the lowa State committee carried on tests in Madison County, apply- 
ing various types of calking materials to storage bins actually in use. 
Their conclusions verified those reached by the engineers at Beltsville. 

Notwithstanding this expert advice, procurement personnel in the 
Grain Division altered the calking-compound provisions of the speci- 
fications in the 200 million capacity bin procurement program this 
year (1954) to read as follows: 

Cylindrical metal grain bin. Calking compound shall be supplied by the 
contractor for each bin and in sufficient quantity to insure weather tight joints 
and shall preferably be in extruded form. Round beads shall have not less than 
three-sixteenth inch in diameter; calking compound shall be guaranteed to 


retain adhesion and pliability for not less than 4 years at temperatures ranging 
from minus 20° F. to 120° F— 


and so on. 

In other words, the procurement personnel eliminated the rubber- 
base provision. I am not an expert in such matters, but since the 
research people found out that this was essential to protect the 
grain, and the grain section removed any such requirement, it 
leaves you fully responsible for any damages that may result for the 
failure to have proper calking compound in the seams and joints of 
the bins. 

Were you aware of the change prior to the procurement of this 
material? 

Mr. Ricwarps. No; at least, I thought that any changes we have 
made in procurement had been done with the advice of the Beltsville 
engineers. 

Mr. Wuirten. Why should we provide money for research en- 
gineers if, after they have found out through their tests what should 
be done, you will not follow it? We are just wasting Federal money 
to find out what is required. 

Mr. Ricuarps. I am not familiar with that particular instance, but 
I thought in all instances, Mr. Whitten, we had followed the advice 
of the engineers at Beltsville. 
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FAULTY FABRICATED STRUCTURES 


Mr. Wuitten. The report also states: 


In the spring of 1954, there had developed the need for an additional 200 million. 
bushel grain-storage capacity; contracts for such were let in April and June. |p. 
mediately following the commencement of the erection of structures in a number 
of States, complaints poured in to the Grain Division in Washington from Stat: 
committees concerning faulty and unacceptable materials, requesting instructions 
on how to handle the problems that had developed. Two fabricating firms wer 
involved—one supplying wooden structures and the other round metal bins, 

Inasmuch as the difficulties involved in the two contracts were unrelated, they 
will be treated separately. 

It is important to state, at this point, that material inspection at the fabricatioy 
site is carried on by Navy inspection on a reimbursable basis. 

This wooden structure contract was awarded to a California company with 
shipments going into a number of States. 

Upon the receipt of the first complaint from the Colorado State committee, 
regarding defective material, the Crain Division immediately requested the 
senior agricultural engineer at Beltsville, Md., to conduct an on-the-site inspection, 

After reviewing the partially erected wooden bins, he submitted the following 
comment and recommendations to the program specialist of the Colorado State 
ASC office. 

1. Framing lumber used seemed to be of satisfactory quality. 

2. Wall sheathing consists of 1 by 6 inch shiplap equal in quality to a poor 
grade of No. 3 common Douglas fir, and does not meet with our specifications. 
There were numerous knotholes up to 2 inches in size and also loose knots that 
may in time fall out. This material may be of sufficient strength but does not 
provide for a grain-tight bin. 

In view of the above findings, I reeommend that the inside of the wall sheathing, 
between the wood rings, be lined with continuous strips of corrosive resistant 
sheet metal. 

The recommendations of the research engineer were ignored. Instead, the 
contractor was permitted to cover the knotholes with tin discs, wooden blocks 
or wood strips. 


So again you have the findings of the engineer being ignored. We 
have just any number of such findings, too numerous to mention. 
We have one by the Colorado committee, one by the Kansas City 
committee, and one by the California committee. And almost with- 
out exception, we do not find the Department using specifications 
based on recommendations from your experts. It is pointed out 
here: 

At the same time, Navy Inspection was sent the telegram referred to above 
which said: 

Shipments to Colorado points disclose that your structures do not meet con- 
tract specifications. Complaints also received from Kansas. If further investi- 
gation bears out preliminary examination, a claim will be presented for breach 
of contract. 

* * * Following a personal visit to the Grain Division in Washington by the 
contractor, discussions at the sites with State committee representatives, noting 
the haphazard patching of defects and the substitution of other lumber, the 
Grain Division, in October, withdrew the stop-payment directive to the Com- 
modity Office, and placed the entire responsibility for the acceptance of the 
structures on State and county office personnel. In the words of one member 
of the Division, they ‘“‘washed their hands of the entire mess.” 


Continuing, the report says: 


Serious difficulties were also experienced with round metal bins supplied by 
one contractor in the April and June procurement program. Complaints had 
been received from Illinois, Wisconsin and Ohio State committees that erection 
problems were being encountered due to defects in fabrication. 


The report continues: 


This record demonstrates that procurement personnel was, or should have 
been, aware of past difficulties encountered in erection at bin sites; that it failed, 
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his year, to profit from this experience, and as a result great numbers of defective 
ew bins, now housing grain, have been accepted. 

* * * Several of the contractors had performed work for other bin manu- 
facturers without experiencing the slightest difficulty in erection; all of the con- 


tractors encountered very serious problems when erecting this company’s struc- 


ures. 
But he continued to get contracts from the CCC. 
Mr. Ricuarps. Is that the round metal bin? 


RESPONSIBILITIES OF GRAIN DIVISION AND STATE COMMITTEES 


Mr. WuirTten. Yes. Now the point I make is that apparently the 
same things we found in our early investigations are happening again; 
that is, a shifting of responsibility for this program to the State com- 
mittees. We know they are not set up on a full-time basis, and 
experience has demonstrated that they differ so much in the various 
States and that there are so many different factors, all of which is 
shown in our report on the other hearing. It certainly is a place 
where you cannot surrender your responsibility. 

Maintenance and repair of structures is a responsibility of State committees; the 
cost is excessive and the work poor. 

That is the finding of our investigators, having inspected and com- 
pared the basis on which those repairs have been made and what 
should have been done if they had let a contract for repairs. The 
report states that the inspection policies are questionable. It also 
points out: 

Some States require monthly inspections throughout the year; some require 
such inspections for only 5 or 6 months each year, and some require no inspections 
unless a farmer reports damage. In one case, $2.5 million was spent to save 
$328,250. 

The investigators also say that losses to CCC from improper storage 
and handling by producers are substantial. Examples presented 
indicate that CCC invariably takes the larger share of any loss in final 
settlement. 

This entire section of the report indicates poor administration, poor 
judgment, and lack of real sense of responsibility on the part of the 
Grain Division personnel. Accordingly, the committee should insist 
on measures which will reduce these tremendous losses to CCC when 
it considers the appropriation to restore capital impairment. 

_ Now I raise that question with long years of background. If this 
is going to be handled on a haphazard basis, as apparently it is, and 
as I know it has been, based on other findings, it raises the question 
of whether we should not put this whole thing under the National 
Warehousing Act examiners and provide the money under the Ware- 
housing Act, and pay whatever cost it is. On that basis it will be 
much cheaper than leaving this responsibility to the Grain Division. 

Is anybody qualified to speak on whether that would be a good 
move? 

Mr. Bercer. I would have to study that one over a little bit. We 
have the Deputy Administrator in charge of our State and county 
office here. 

Mr. Manwarina. I do not want to speak to that question of 
whether we should transfer it to someone else, or whether we should 
retain it, but 
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Mi 
Mr. Wuirten. May I say it does not look like you have retainodMim their 
it. From our reports, the Grain Division handles the loose ends anim in th 
leaves it up to the various State and county committees to do thm M 
rest. If you read the report of this committee when we held oye acco! 
hearings several years ago, during a Democratic administration, anim But 
did not profit by what we disclosed, I do not know what it takes, and 
Mr. Manwarina. A part of the problem you have raised does |i M 
with the State and county committees. They are charged with them that 
responsibility of taking care of those bins that are erected in the very 
county and in the State, and the commodities in them. 
We have recognized that in some places a good job has not beey 
done and we have taken some actions which we hope will correct 
that situation. We have changed the assignment in the State office M 
and given the responsibility to one man who will be responsible, aim "2° 
such, for the care of the bins themselves and the commodities in tha " | 
bins. We have asked that they give the specific responsibility to did 
; someone in the county and we have put on the staff of the area dire. hi 


tors a man specifically charged with looking after these bins and the 
commodities. 

We feel when that has a chance to get into operation, that we wil 
do a much better job, and a more acceptable job, in the care of those 
commodities that belong to the Commodity Credit Corporation and 
are charged to the State and county committees for their care. 

Some of the problems are not problems of the State and county 
committees, and I do not know the answer to the one you raised, 
but we are taking those actions. 

Mr. Wuirten. It is a serious finding. But this whole thing seems 
to be so haphazard that, in spite of anything this committee can do, 
as long as the Government won’t sell these commodities, no one is 
going to care much what happens to them. I just think it traces back 
to the fact they are not offered for sale. The Government won't 
sell them; so who is going to worry about it. 

There are also examples here indicating that in many instances the 
Grain Division is letting contracts for building warehousing to other 
than the low bidder. In proper cases, that me easily be because the 
low bidder was not thought to be the best qualified; but on other 
contracts, the low bidder is shown to be getting the contract. 

I am asking now what your policy is as to how those individual 
cases are handled. I am sure, when we raise these individual cases, 
you will do something about them. But I want to see what we cai 
do to prevent this kind of thing in the future, and reach some con 
clusion as to how to take care of this $4 billion of commodities. 

Mr. McConne ut. On the question you raised as to the warehousing 
of this stuff, would you care to develop that a little further? 

Mr. Wuirren. I was reading the conclusions of the inspectors. 
The information is here. I will see that all of those details are made 
available to you. And I am going to ask the committee to go along 
with me to conduct an investigation to get at this at the State level, 
to see what the picture is. While the press may take it that this \s 
just another example of the cost of the farm program, I am going t0 
draw my own conclusions as to what happens when you have some- 
thing and are authorized to sellit. Atany rate, we need to know what 
faces us and try to correct it. 
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\(r. ANDERSEN. I presume Mr. McConnell’s organization can place 
their replies to these specific items you have called to their attention 
in the record, can they not? 

Mr. Wuirren. I will certainly accord them that right. I will also 
accord to Mr. McConnell a desire to correct these things as much as we. 
But it has reached a point where we had better get our heads together 
and find out what to do. 

Mr. McConnetu. You have put your finger on one of the troubles, 
that is, that these bin stocks are so large that they are becoming 
very difficult to manage. 


AWARDING OF CONTRACTS TO OTHER THAN LOW BIDDER 


Mr. Wuirren. The report also contains other examples. One is 
where a contract was made with one company for delivery and erection 
in Illinois. The total bid was $3,656,250. Another company which 
did not get the bid, bid $3,276,000. The Government accepted the 
higher bid at a cost to the Government of $380,250. 

Mr. Ricnarps. I do not know whether that is the case, or not, but 
I know of one instance where they were different types of structures; 
that is, the low bid was for wooden bins and we rejected that bid 
because of the difficulties, some of which you mentioned, that we had 
had with wooden bins. That was one case; I do not know whether 
that is the case you have in mind. But the low bid happened to be 
for 10,000-bushel capacity wooden bins and we accepted the higher 
bid for 3,200-bushel capacity bins of metal construction. 

Mr. Wuitten. I would like to point out another case here. A 
contract was let for $22,500,000. A substantial saving of $2,250,000 
could have been had by accepting the bid of another company which 
was lower. There are all sorts of illustrations of that kind. And 
here is the statement given by the person under whose responsibility 
this comes: 

His subordinate stated that it was true that the lowest qualified bidder wes 
not the standard for granting awards. Rather, he stated, that it was the policy 
to spread the business. 

Now, I am going to ask the investigators to go through this report 
and supply the names, and make it available for your study and reply. 

Mr. Bercrer. May I interrupt at this point to say for the record 
that if we do have the specific questions, would you like to have us 
answer with regard to this report? We certainly will be glad to dig 
up the cases; in fact, I think we have them already available. When 
we heard there was some question in regard to one of the procure- 
ments, I had our auditors go in and audit all of the last three procure- 
ments completely, and I have had the people in our Department get 
together and work out a detailed report. But not knowing specifically 
just which ones you are talking about, it is hard for us to make a 
definite answer. 

Mr. Wuitten. A copy of the report, together with the names will 
be supplied to you for study. We will not put the names in the record 
until further investigation shows specific findings are such as to war- 
rant making charges. 
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PROCEDURES FOR ACQUIRING ADDITIONAL STORAGE 


Now, I would like to ask with regard to the operations of the Depar. 
ment who determines whether storage is needed in a given area anj 
how is that determined? Then, once you decide that storage is needed, 
how is it provided; whose responsibility is it to determine the specif. 
cations; whose job is it to determine + the contract is let; whose 
job is it to determine whether it comes up to the specifications’ 
Further, is there any requirement by the Government that the builder 
guarantee in any way, by posting bond, the quality of his structures, 
or is he completely out of it once he gets his check? 

Mr. Bercer. He certainly is not. ' 

Mr. Wuitren. Explain in detail how your rules and regulations 
call for this to be done; what part is done at the national level; what 
part by the State committee. I would like to know any rules and 
regulations you have to keep the various State committees in line 
with each other. Definitely the reports show that you have gotten 
back to the point where some State committees do certain things, and 
some do not. And all the way through it indicates an effort the Gov- 
ernment is making to spread the business around. 

Mr. Brerecer. I might say we have that detail here on at least four 
of the points brought out in this report, which we would be very 
happy to put into the record rather than read ; because it is quite long. 
It would answer specifically the questions you have in mind. 

(The material is as follows:) 


DETERMINATION OF NEED 


Whenever it has appeared that a CCC bin purchase and erection program 
might be necessary a check has been made through county and State offices to 
determine requirements as accurately as possible. State and county committees 
estimated the amount of grain to be delivered to CCC, the amount for which 
storage space could be obtained in commercial elevators, the amount which 
farmers would be willing to reseal on their own farms and with assistance from 
Washington the amount which could be moved out of the area for export or for 
storage elsewhere within the United States. Storage in empty ships in the 
reserve fleet has been utilized in this connection. The purchase of bins was then 
based on the residual requirement remaining after taking into consideration other 
practical means of handling the grain. However, before any bins can be pur- 
chased the Board of Directors of CCC must approve the proposed action. 

Whenever bin purchases have been made in the past 2 years other steps have 
also been taken to relieve the storage situation, ranging from offers of distress 
loans on grain temporarily stored on the ground, to encouragement of the erec- 
tion of permanent-type commercial storage by CCC guaranteeing to make pay- 
ments to the warehousemen if the occupancy of the new structure should fall 
below specified levels over a period of 5 or 6 years. 

There are of course uncertainties in determining additional CCC bin require- 
ments. The greatest uncertainty is the weather. Crop prospects may change 
appreciably in a very short period of time materially affecting the willingness of 
farmers to reseal crops from prior years and likewise changing the amount of 
storage space which commercial warehousemen are willing to make available for 
CCC grain. 

DEVELOPMENT OF BIN SPECIFICATIONS 


Specifications and drawings for a round metal bin of 3,250-bushel capacity 
were developed by the Department’s engineers in May 1953 on the basis of 
experience with many types of bins over a 10-year period. With the exception 
of minor improvements, however, the new bin specifications are essentially the 
same as the specifications for a bin advocated by the Department in 1949. The 
Department has not limited offers to bins of its own design. Manufacturers may 
prepare their own designs and drawings to be submitted with their bids. Such 
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jesigns, however, in order to be acceptable must meet minimum structural per- 
ormance specifications which have been developed by Department engineers. 
From our standpoint the round metal bins are more desirable than either wooden 
ins or the quonset hut type structures. Deterioration is more rapid and upkeep 
ore expensive for the wooden bins than for the metal bins and the smaller round 
setal bins are more easily dismantled and moved elsewhere or sold than are the 
arger structures which require a concrete base. 


THE LETTING OF CONTRACTS 


Contracts for the purchase of grain bins are let by contracting officers in the 
CSS Grain Division, Washington, D. C. Announcements inviting the submission 
of offers are mailed to some 500 manufacturers who have shown interest in grain- 
bin manufacturing. The offer form requires the bidder to state the number of 
structures he offers for each delivery date, the price per structure, the f. 0. b. 
shipping point, and separately for each State and destination named on the offer 
form, the guaranteed maximum freight cost per structure, and the guaranteed 
maximum erection cost per structure. 

The offers received are evaluated by Grain Division officials with the assistance 
of agricultural engineers borrowed from the research agencies of the Department 
and from State agricultural colleges. Bin-erection contracts are let by contracting 
officers in the States on a competitive bid basis. State committees circularize all 
known interested contractors including bin manufacturers with copies of the an- 
nouncement, offer form, specifications and drawings and contract forms. 


BIN INSPECTION PROCEDURES 


Under the terms of the purchase contracts all bins are subject to inspection at 
the vendor’s plant, or f. o. b. point of origin, by inspectors designated by CCC. 
The regional offices of the Inspector of Naval Material is utilized by CCC to 
perform this work. The inspection is made of complete bins and includes check- 
loading into the railroad car or truck in which delivery is to be made. No bin 
can be shipped unless a naval inspection certificate has been issued by the inspector. 
Copies of all contract papers, including specifications and drawings, are supplied 
to the appropriate regional inspection office. 

Upon arrival of the structures at the local delivery point, under the terms of 
the erection contract the contractor is required to take custody and unload from 
carrier. He is required to inspect for damage, defective material or workmanship, 
and determine that all parts and other materials of the shipment are intact and 
as described in the manufacturer’s shipping list. If the structures are to be 
erected by ASC crews such inspection is performed by ASC personnel. 

All structures are subject to inspection by designees of the contracting officer, 
CCC, during the process of erection and at time of completion. In addition 
structures of manufacturer’s own design (structures not conforming to USD A-3323 
specifications, round metal bins) are erected under the supervision of the manu- 
facturer. In such instances, as a prerequisite for payment the erection contractor 
must furnish a certificate issued by the manufacturer that the structure was 
erected in full conformance with the specifications. 


PERFORMANCE BONDS 


Performance bonds were not required of contractors who erected bins under the 
1949 program. This was done on the theory that final payments would not be 
made until bins had been satisfactorily erected. Based on the experience with 
that program it has been determined that bonds are essential. 

All announcements for the purchase of grain storage structures issued in 1953 
and 1954 contained the provision that the manufacturer, at his own expense, 
after acceptance by CCC of an offer, furnish a performance bond in the amount 
specified by CCC in its acceptance wire, but not to exceed the estimated aggregate 
payment to be made under the contract. The general practice has been to re- 
quest a bond from a vendor from whom we have received satisfactory performance 


in the past in the amount of approximately 50 percent of the gross contract price, 
but if we have not previously contracted with the vendor the amount of the bond 
may be larger. 

In the case of an erection contractor, the instructions provided for a payment 
bond of 50 percent of the aggregate amount involved in the contract (for the 
protection of labor and subcontractors) and a performance bond of 100 percent 
of the aggregate amount of the contract. Since the performance bond of both 
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the bin fabricator and the bin erector remain in effect after the work has be 
completed it is available to insure that defects which were not at first appary 


are corrected as they develop. 

Mr. Wuirren. What strikes me, sometimes, is why we work y 
hard here to try to save some money, when in the final analysis yo 
are going to give the commodity away; but we want to see that it; 
handled properly before it gets overseas on a grant basis. 

Mr. McConne t. I would like you to know we do not resent thi 
investigation. The first time when any of these investigators can 
to us with some of these things which we got into, we did not want ty 
be on the defensive 

Mr. Wuirren. I have used the word. “investigation,” which | 
probably should not use. ‘‘Investigation’’ carries with it the investig:. 
tion of the violation of some law. Inspection is probably a better 
word, and that is what we mean. Sometimes inspection leads t 
other things, but I have no fears about that insofar as the people in 
this agency are concerned. Although in the other investigation ye 
did run into a few cases where somebody was involved in violations, 

Mr. Bercer. That is right. 

Mr. Wuirtten. But in 99 percent of those cases it was private 
individuals rather than employees of the corporation. 

Now tell us how you handle these things. 

Mr. Brercer. You are asking particularly in regard to the establish- 
ment of needs for additional bins and Mr. Manwaring is here who 
handles the State and county committees. It starts at that level. 

Mr. Manwarinc. We have people who arrive at their own specific 
estimates of what supplies we are going to have to take over when 
the delivery dates arrive. 

Mr. Wuirten. That fact, having been determined by meetings 
between Mr. Manwaring and the folks on the State committee, or 
other people involved, means, then, that it is a personal sort of 
relationship and there is no set pattern followed. It follows its own 
development as you go to the various areas of the country. Is not 
that right? 

Mr. Bercer. I think there is a definite system worked out. 

Mr. Manwarrne. I think I should add to that that in each State 
the storage committee, consisting of representatives of the trade, 
meets with the State committees and attempts to work out the amount 
of storage that will be needed, the amount of storage already available 
commercially, the amount that will go into our own bins that we 
already have, and thereafter determine whether there should be some 
guaranteed storage agreement entered into so that people will build 
new storage, or whether we should buy new bins. In general, they 
follow that pattern, but there is no set procedure for arriving at those 

estimates. It is almost impossible to do that. We do ask them to 
get together with the trade and come up with an estimate from the 
trade, in trying to determine what facilities are needed for any 1 year. 


RESPONSIBILITIES OF GRAIN DIVISION AND STATE COMMITTEES 


Mr. Wuirren. You cannot surrender your responsibility to the 
State committee. In the State committee meetings do you ever try 
to get them to lower their-estimates? You just explained something 
there that is not operated by the Stabilization Service from its central 





hich | 
“estiga. 
better 
ads to 
Ople in 
ion ve 
tions, 


rivate 


ublish- 
e who 
rel, 
Decific 
when 


etings 
ee, OF 
rt of 
3 OWN 
S not 


State 
rade, 
ount 
lable 
t we 
some 
build 
they 
hose 
n to 
the 
"ear, 


> 


the 
try 
ling 


t ral 


1259 


fice, but is something more or less worked out State by State. That 
the way I understood it. 

Mr. MANWARING. All of those recommendations come in from the 
tates to the commodity offices, where they are worked over by 
rea, or directly into Washington, or through the commodity office 
nto Washington; they would come into one central place. No con- 
ract is made by the States; no action is taken by the States in respect 
o that until they are all pulled together to ascertain what we need 
nationally. Usually there is a meeting of the advisory committee 
» determine whether all of those needs that have been sent in from 
ie different States overlap somewhat, and whether they could be 
educed. 

Mr. Wuitren. But there is nothing from Washington, where you 
et up the program. You just compile the sum total of the needs 

the various States and you decide whether to give them 80 percent 
of it across the Nation, or 90 percent. 

Mr. MaANwARING. That decision is made centrally. 

Mr. WuitteN. How much inspection out of Washington do you 
rive, out of a central point, where you have the responsibility to take 
are of this huge amount of products? How much work do you do 
o far as going out and finding out for yourself, and how much do you 
rely on the local warehousemen, the local farmers and the local 
committee? 

Mr. Bercer. I think each commodity office has an advisory com- 
mittee in addition to the State ASC committees that come within the 
territory of that particular commodity office. 

Mr. Wuitten. How many commodity offices do you have; where 
are they located? 

Mr. Bercer. The five commodity offices, are Chicago, Minneapolis, 
Kansas City, Dallas, and Portland, as far as grains are concerned; 
New Orleans as far as cotton is concerned, and Boston which covers 
wool at the present time. Cincinnati handles all the perishable com- 
modities. ‘The large grain programs are handled by the Chicago, 
Minneapolis, Kansas City, Dallas, and Portland offices. 

Mr. Wurrren. So that gives some idea, at least, as to how these 
estimates are built up. Now, how do you go about determining the 
specific kind of bin? Of course, I realize various commodities require 
different types. But once you make a determination that you are 
going to build so many million dollars worth of bins, or so many bush- 
els of storage space, what is the next step? 

Mr. Bercser. The next step is actually to go out and mail to the 
people, who have the ability to manufacture those structures, an 
opportunity to bid on the business. 


SPECIFICATIONS FOR STORAGE BINS 


Mr. Wuirren. You must have some specifications telling them 
what they are bidding on; do you not? 

Mr. Bercer. That is right. 

Mr. WuirreNn. Apparently our investigators’ report shows that, 
while in a number of cases you got the recommendations of skilled 
engineers and others, when you sent out your request for bids for 
calking compound you eliminated certain things in connection with 
the rubberized base, which seems to me to be important if you are 
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going to have something that is out in the weather over a period ¢ 
time. 

Now, whose job is it to determine the specifications? 

Mr. Bercer. The specifications are determined by the Depart 
ment’s engineers. 

Mr. Wuirtren. By the Department’s engineers? _ 

Mr. Bercer. That is right. I think that is done in Beltsville. 

Mr. Wuirren. Once they determine that, who then has authority 
to modify those specifications? Quite patently they had been moc. 
fied in the bidding that was sent out and that was acted on by the 
bidders. Is it the Grain Division? 

Mr. Bercer, Procurement has been handled in the Grain Divisio: 
in the past. 

Mr. Wuirren. And have there been times when they have {ailo 
to carry through on the engineers’ recommendations? 

Mr. Bercer. I cannot nd, even in any audit report, that ther 
have not gone through with the specifications that have been approved 
by the Department’s engineers. 

Mr. WHITTEN. Specifications are prepared, then, and sent out and 
you invite bids. Now do you have a policy of spreading the busines 
around, or do you have any instructions to control how to let the bids! 
Are the bids let from Washington? 

Mr. Bercer. The invitations to bid are let from Washington, 
that is correct. 

Mr. Wuirren. You send them out from here? 

Mr. Bercer. That is right. 

Mr. Wurrren. And where is that bid submitted? 

Mr. Brercer. Right here in Washington, and then the bids ar 
accepted from the lowest bidder for a certain specified structure. 

Mr. McConne ut. And for a specified deliver date. 

Mr. Brercer. And fora delivery date. A very bad feature we have 
is that after we determine what bids we need, conditions may change 
as to the weather, which causes us to make changes in the number of 
bins procured even at the last minute. In the past year, take the 
cause of drought in southern Illinois and Missouri, that affected 
even parts of Ohio and parts of Kansas: Even after the bids were 
requested and after we offered to buy certain structures, we found we 
had to change our mind, because we found we were not going to need 
all of the structures on which bids had been requested. 


BIDS 


Mr. Wuirren. Now you send out invitations to bid, and then you 
say you award to the lowest responsible bidder. Is that correct; 
or do you limit him to so much of the business and let somebody else 
have the rest? 

Mr. Bereer. Pardon me? 

Mr. Wuirren. You send out the invitations to bid and the bids 
come in. 

Mr. Bercer. Yes. 

Mr. Wuirren. Then do you accept the lowest responsible bidder, 
or do you spread the business, whether it costs more money or not’ 

Mr. Bercer. In some cases in former years bids’ have been accepted 
which on the basis of the tabulated bids, nothing else considered, 
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apparently resulted in higher cost to the CCC; but the reasons for 
those actions have been the desire to obtain metal bins with lower 
maintenance cost, in preference to wood bins. 

[n one instance in Iowa, the ASC Committee used its own erection 
crew, and the men erected standard bins at substantially less than the 
regular erection cost, 

‘In another case, the need for obtaining delivery of the bins promptly 
meant extra cost in order to avoid extra grain loss and to avoid hard- 
sip to farmers, who were anxious to have CCC take over grain under 
loan in order that farmers could make space available in their own 
bins for the current crop, 

In other words, due to time of delivery, we might have had to take 
a bid higher than the lowest bid because the firm with the lowest bid 
could not make delivery in time to meet our needs. 

Mr. Wuittren. Now, when that contractor makes his bid and you 
accept it, What assurance is given to the Government as to complying 
with the specifications? 

Mr. BerGcer. I believe Mr. Richards is clearer on what those 
specifications are. I know a bond is required now. 

Mr. Ricuarps. 1 know a bond is required, but I cannot give you 
the details. 

Mr. WurittreNn. How many actions have you taken on those bonds 
in the past several years? 

Mr. Ricuarps. I could not answer that question directly, except 
to say we have taken action to recover money from several ofgour 


contractors. 


AWARDING OF CONTRACTS TO OTHER THAN LOW BIDDER 


Mr. Wuitren. I would like to get a list of the contracts where 
you have let to other than the low bidder. 
(The following information was supplied:) 


Tue AWARDING OF CONTRACTS 


In June 1953 public announcement GR-246 indicated that CCC would purchase 
approximately 100 million bushels of bin storage capacity. It was found from 
an examination of the bids received that the required amount of storage could 
be obtained for delivery by September 1, 1953. It was decided since the bins 
were needed for storage of corn scheduled for delivery in August and September, 
that only offers for bins available for shipment on or before September 1 would 
be considered, Acceptance wires went out under this program on July 1, 1953. 
Contracts were given the Kilby Steel Co., Anniston, Ala., the Columbian Steel 
Tank Co., Kansas City, Mo., and the Butler Manufacturing Co., Kansas City, 
Mo., which awards were made not entirely on the basis of lowest cost to CCC. 
Bids were submitted by Steel Company of Ohio, by the Butler Manufacturing 
Co., and by Bjarne Kindem & Associates, Sandpoint, Idaho, which were lower 
in apparent cost than bids accepted. 

The Steel Company of Ohio submitted bids on 2,750 aluminum and steel bins. 
The top 3 rings and the roof were to be of aluminum with the lower 3 rings and 
the floor were to be made of steel. Only 800 of these bins were purchased, because 
difficulties had been encountered with all aluminum bins in that leaks developed 
due to corrosion particularly in the lower portions of such bins. It was felt that 
the purchase of 800 of these bins was justified in order to make a substantial 
test with this type of bin. One reason for the purchase was to determine the 
feasibility of replacement of the lower portion of the aluminum bins already 
owned by CCC with steel material. The Kilby bins which were of all steel con- 
struction were purchased at cost of approximately 1 cent per bushel of capacity 
more than would have been the case if a larger purchase had been made of the 
aluminum and steel bins manufactured by the Steel Company of Ohio. 
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Butler Manufacturing Co. under its offer No. 7 (CCC No. 61) submitted , 
conditional bid to supply 500 bins per day beginning August 16, 1953. Since the 
final date we were accepting delivery under this program had been established 
as September 1 this involved a potential 6,000 bins during the 12 working day: 
remaining in the month. However, this was not a firm offer but was subject ty 
the condition that the Butler Manufacturing Co. would be able to obtain delivery 
of material from which the bins in question were to be fabricated. The exac 
language in the bid was: ‘‘This option is given subject to the provision that Butler 
is able to obtain delivery of material for the bins purchased under this option 
Shipment of such bins can begin the seventh calendar day after Butler’s receipt 
of material for such bins,’”’ <A total of 2,500 bins were purchased under this offer 
but in view of the fact that we were not assured of obtaining delivery and further 
that we were buying 4,000 standard steel bins from the Butler Manufacturing 
Co. under another of its offers, we did not feel warranted in contracting for the 
entire 6,000 which would have been delivered, if fabricating materials were obtained 
by Butler Manufacturing Co. 

Only 100 out of 350 round wooden bins of 9,200 bushel capacity offered by the 
Bjarne Kindem & Associates of Sandpoint, Idaho, were purchased. Experience 
with wooden bins has not been too happy. States’ records indicate that wooden 
structures often present serious maintenance problems and that it has been neces. 
sary to spend 8 to 10 times as much per bushel for maintenance of wooden bins 
as of metal structures. This is due to roof and structural leakage, painting require- 
ments, and in some cases, complete structural failures. Although approximately 
2 cents per bushel capacity could have been saved by buying the Kindem wooden 
structure as compared to the Kilby steel standard bins, past experience indicates 
that the extra maintenance cost would have very rapidly offset the saving in 
initial cost. We have also found that the smaller steel bins are more desirable 
from our standpoint in that when they are no longer needed they can be readily 
dismantled and moved elsewhere or sold to farmers. This is much more difficult 
and the resale value is much smaller on a per bushel basis in the case of wooden 
bins than with metal bins. 

In the case of other bin purchases from an examination of the tabulated bids, 
nothing else considered, bids have been accepted which apparently resulted in a 
higher cost to CCC than was necessary. This was occasioned, however, by the 
need of obtaining delivery of bins promptly in order to avoid grain storage costs 
to CCC and a hardship to farmers who needed to deliver grain under loan in 
order to make space available in their own bins and cribs for current crops. For 
example, in the procurement of April 1954 only 13,500 out of 20,000 bins originally 
offered by Butler Manufacturing Co. were accepted, and 4,500 structures were 
awarded to Black Sivalls and Bryson at a higher price. It had been determined, 
however, in connection with this purchase that deliveries were needed by May 
15, 1954, and offers for delivery after this date were ruled out. 

In the awarding of bids under this program only offers for delivery by May 
15, 1954, at a price under 23 cents per bushel storage capacity were considered. 
It was found that 13 manufacturers from whom offers had been received could 
deliver bins in exeess of 100 million bushels capacity within the time limit for 
maximum price established. Each of these manufacturers was given an award 
equivalent to 90 percent of the bins offered for delivery by May 15. It is probable 
that bin deliveries were speeded up by awarding to manufacturers only 90 percent 
of the amount offered, however, it is clear that a saving could have been made 
by awarding 100 percent of the amounts offered to the low bidders and rejecting 
the offers of 1 or 2 manufacturers who were the higher of the 13 to whom contracts 
were ultimately awarded. Such a procedure will not be followed in the future 
unless there is ample justification which is fully documented. 


LOSSES DUE TO BIN DEFICIENCIES AND CORRECTIVE MEASURES TAKEN 


I would like also to have a list of those cases where you have had a 
loss due to a condition of the bins, or due to failure to come up to 
what you required. I would also like to know in how many cases 
you have taken action on the performance bonds where the contractor 
fails to deliver, or where they showed, within a reasonable time, that 
the structure was not up to what was called for in the bid. I would 
like to have that, so that we may compare how often you sue the 
contractor to offset the losses that undoubtedly you are having. 
would like to have the names and the places. 
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The information requested follows:) 


BIN DEFICIENCIES AND CORRECTIVE MEASURES TAKEN 


Bin deficiencies which are disclosed prior to completion and payment of either 
1e purchase contracts or erection contracts are handled as follows: 

Notices with respect to the deficiencies are filed with the manufacturer of the 
ructures, the erection contractor(s), and the sureties of both parties. Payments 
ie under the contracts are withheld until such time as the deficiencies are 
rected to the satisfaction of CCC or other contractual provisions are secured. 

Bin deficiencies which are disclosed during the warranty period, but after 
pletion and payment of either the purchase or erection contracts, are handled 

follows: 

Notices, as outlined above, are filed with all parties concerned. If responsibility 
r the deficiencies is not immediately determinable, any corrective measures 
ecessary to protect the interest of CCC are taken and the costs incurred by CCC 
re charged to the party responsible for the deficiencies. Uusually the corrective 
easures are performed by the party responsible for the deficiencies. 

If the bins are filled and no additional storage space is available into which to 
ove the grain, and the deficiencies are such that it appears CCC may suffer 
o imminent damage, CCC obtains from the party responsible for the deficiencies 
n extension of the 1-year warranty period and additional time to disclose latent 
efects. Likewise, if the bins are filled, no additional space is available, and no 
nmediate danger to the grain involved, an extension of the warranty period is 
btained plus an agreement that the corrections will be made when the bins are 
ibsequently emptied. 

The services of the the Office of Solicitor are enlisted in all matters pertaining to bin 
ieficiencies. These are the general patterns followed, but the precise steps fol- 
wed in individual cases will of necessity vary according to the combination of 
acts that apply. 

No deficiencies were reported by State committees on structures purchased dur- 
mg 1953. Deficiencies concernig structures purchased during 1954 under 11 
hifferent contracts involving 7 manufacturers have been received to date. Three 
bf these cases were reported prior to completion of the contracts and the others 
fter completion. The cases discovered prior to completion of contracts are as 
ollows: 

(1) Contract Alpm(Ff)30399, Lloyd R. Reeve, Inc., Los Angeles, Calif. Upon 
eceipt of information from the States of Colorado and Kansas relative to apparent 
eficiencies affecting the weather tightness of the structures the following steps 
ere taken: 

(a) Disbursing Office instructed to stop payments. 

(b) Contractor and his surety notified of defects. 

(c) Other States allocated structures under the contract advised of defects 
and instructed not to accept any defective structures. 

(d) Upon receipt of advice from the ASC State offices that the defects 
had been corrected and the structures accepted the stop order on payments 
was released. 

(2) Contract GR(P)-5, Steel Company of Ohio, Columbus, Ohio. The Illinois 
tate ASC office reported some materials apparently did not meet specifications. 

otices as outlined above (1) were issued to the contractor, his surety, and to 
ull States allocated structures under the contract. 

The Steel Company of Ohio was awarded the contract for erection of the 
tructures, final payment under said contract had not been made, therefore, pay- 
ments were withheld pending corrective action. Due to the urgent need for 
torage space and inasmuch as the defects did not indicate immediate damage to 
he structure or commodities stored therein, the office of the attorney in charge, 
Chicago, Ill., prepared legal documents extending the warranty period and 
performance bond for a period of 3 years, and an agreement whereby the neces- 
ary corrective measures would be performed by the contractor when the 
Structures were made available by coe: 

(3) Contract GR(P)-6, Ohio Machine Products Co., Columbus, Ohio. The 
hio State ASC office reported similar conditions as outlined in the case of the 
Steel Company of Ohio, (2) above. Inasmuch as all conditions paralled that of 
he Steel Company of Ohio in every respect the entire matter was handled in the 
same Manner. 

The cases discovered after completion of contracts are as follows: 


58682—55—pt. 8——17 





perewst ie S & Sars teas 


ADELE VE 


A 


SUSa et 


1264 





ANNOUNCEMENT No. 270 





the 

F bin 

Manufacturer P an oonip act Type of structure State Die 

pe 18 

Pee VSERY sie Coat Et PERE edt) Sy tee eee DEC! 
Black, Sivalls & Bryson, Inc......-...------ Alpm(Ff)30396_...| ‘‘Perfection’’.........- Kansas. 
a cipiant t Rea enaiiliannanigiclrti alata tacks Alpm(Ff)30397....| Standard steel__....._- Do. 

pS SAL TRIS Peele apt Alpm(Ff)30391_.._| 30-foot diameter wood_| Montana. 
Butler Mfg. Co____- Lae a Rice de oe alec | Alpm(Ff)30387....| Standard steel_........| Kansas, 
0 
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ANNOUNCEMENT GR-278 
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Black, Sivalls & Bryson, Inc .----| Illinois, 
BE I ot ten ccna chin ancing nb odinianiirg GR-(P)-1..-....-... S cnbage do........--.--.---| Minnesots, 
SEE Ws acc Laccnensceckckscdantesee GBAE } Tao--ne-na] phate NRE os FERS 
Kilby Steel Co....-...-...-- Sctedacebtalbuned MHP 98. io newest Otic sea dene | Missouri, 
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The Kansas State ASC office was first to report that certain defects were foyy 
to be developing in ‘‘standard round steel’’ structures after they had been fille 
with grain for a short period of time. Grain Notice GR-179 (a copy of whie 
appears below) was issued to all States which were allocated structures purchas 
in 1954 indicating the reported defects and instructions that all standard bins \y 
inspected for similar or other defects. 

Responsibility with respect to the deficiencies on the above contracts may \y 
traceable to the manufacturer, or the erection contractor, or both. Therefor 
1 Otices concerning the deficiencies have been issued to the manufacturer ay 
their sureties. The ASC State offices have been instructed to notify all of ti 
erection contractors involved, together with their sureties, also to arrange, j 
possible, meetings with each manufacturer and the erection contractors in a 
effort to determine sources of difficulty and responsibilities. The Office of th 


Solicitor has been furnished co ies of all documents and is now assisting wild 
the preparation of findings of fact and determination. Te 
All other State ASC offices allocated structures under the above contrac . 
have been again alerted concerning the conditions reported. N 
blac 

Unitep States DEPARTMENT OF AGRICULTURE, COMMODITY STABILIZATION \ 
SERVICE 3 

1a 

NOTICE GR-179 eq) 

Action by: Colorado, Illinois, Indiana, Iowa, Kansas, Michigan, Minnesota me" 
Missouri, Montana, North Dakota, Ohio, Oklahoma, South Carolina, South ( 
Dakota, and Wisconsin State ASC chairmen. is¢ 
INSPECTION OF STORAGE STRUCTURES PURCHASED UNDER ANNOUNCEMENTS GR hi 
AND 278 ' 

Approved for the Administrator: \ 
Cuiay H. Stracknovuse, W 


Acting Deputy Administrator for Production Adjustment. he 


It has been brought to our attention by the Kansas State ASC office that som Miithe 
of the standard round steel structures purchased under announcements GR-21l 
and 278 show indications of structural defects. The report indicates that some 
these structures, after having been filled with grain, show evidence of a collapsilt : 
or folding of the corrugations in the bottom tier sheets just above the foundatio gj! 
ring. 1a 

In order that the interst of CCC be fully protected within the warranty perio. I), 
States shall— 

1. Arrange for inspection of all standard round storage structures, tyf 
USDA 3323, allocated to them under announcements GR-270 and 278. Such se! 
inspection may be conducted in conjunction with monthly CL-—14 repors Mifar 
However, special inspections may be conducted as frequently as is deeme( i, | 
necessary. All bin site personnel should be alerted to inspect the bins # 
every possible opportunity, 

2. Any indication of structural failures shall be reported immediately «i 
the Director, Grain Division, CSS, Washington, D. C., who in turn wit 
advise the necessary corrective action to be taken. Such reports shall inclu i), 
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the manufacturer’s name, purchase contract number, location, site number, 
bin number, extent and nature of defects. 

Initiated by: Grain Division, Agriculture, Washington. 

Distribution: A, Washington only; above States. 


DeceMBER 28, 1954. 
RESPONSIBILITIES OF STATE COMMITTEES 


Mr. Wuirren. After you give me that information, I would like 
yu to tell me what the requirements are, so far as having the various 
tate committees fit a pattern. In other words, what requirement is 
ere in Washington that the State committees discharge their respon- 
bility on the same basis in each State, as against what you may 
ork out with one State compared with another State. Our reports 
early show that some States take the responsibility of inspecting 
ery 30 days; others every 5 or 6 months; others only when you get 
bss reports from farmers. I want to know your regulations, if you 
ave regulations, and what you require of your State committees. 

Mr. Beacu. There are two different kinds of inspection. One is 
mmodity inspection, which is the inspection of the commodity in 
he storage place or on the farm. The other is inspection of the ware- 
ouse as such, to see whether they are qualified to be a warehouse. 
\s Mr. Manwaring reported, that latter inspection is now being han- 
led by what we consider to be our professional inspectors at the 
ommodity office, in lieu of being handled by the State and county 
ommittees. Inspection of the farm- and bin-stored commodity is 
ade by the county office personnel. 

Is that what you had in mind? 

Mr. WuirteN. I was just trying to see what part is handled in one 
blace and what part in the other. 

Mr. MANWARING. We can say now that there is a definite procedure 
hat every State and county office is expected to follow and that it 
equires an inspection monthly, with a final inventory annually of the 
ommodities in the bins. 

One of our problems has been to some extent the inability to super- 
ise that. I believe we have authorizations in what has been asked 
or sufficient now to take care of that. We have better supervision 
han we had, and I think we are going to get those requirements met. 

We do have regulations and they apply to all States and all counties 
like. We expect them to follow them and are going to insist that 
hey do. And we feel as though we are set up at the present time in 
he county offices and State offices so that we can require compliance 
vith those specifications and with the procedures that we set up. 

Mr. Wurrren. Much of this system is tied back to the State com- 
uttees. How are they selected and how do they work? Do they 
lave full-time personnel; are they responsible to you; do you employ 
hem, and can you fire them? 

Mr. Manwarina. They are selected by the Secretary and they 
erve at his pleasure and may be fired or removed at any time. They 

are expected to be farmers, and they are farmers, and they serve on 
& part-time basis. 

The State committeemen meet and make the policy where policy 
has been left to the States, and their administrative officer and the 
State officer staff carry out the policies of that committee. They are 
not allowed to make policies beyond those left to them in the 
Tegulations. 





: 
P 
: 
4 
: 
3 
2 


ve 


Let! 


eax 


7 


o- 


1266 


There are some restrictions that they must adhere to. There » 
some occasions where it is wise to leave policy to them, because j 
means State adaptation, and when that arises we try to leave it, 
that they can adapt it to their State responsibilities. But there gy 
limitations. 

Mr. Wuirten. Since we are going to have, I presume, a continuiy 
inspection of the condition of those commodities in the next 6 month 
I would like you to report in detail as to where the Corporation hy 
found fault with or where you have called on the State committes 
for their failure to properly enforce the reporting to you of inspections 
It seems to me that this is essential if you are going to run this 6 o 
billion dollar corporation with all these commodities you own, | 
want to know where you have complained, what you complained about, 
what the State committees have done, what action you took, and wha 
they did to correct what you objected to. If your record shows yoy 
did try to straighten things out, it would certainly help the Depart. 
ment. 

Mr. Bracu. Do you want that for the last 6 months? 


Mr. Wuitten. No, fora year. I want to see what happened in the 
last year or so. 


(Notr.—The material requested appears on pp. 1263-1265.) 
DETERIORATION AND SPOILAGE LOSSES 


Mr. Wuirren. Now I will ask you a general question based on wha 
inspection you have had of these commodities. What is the condition 
of the various commodities, by and large? How many of thes 
commodities do you consider are in bad condition? ‘Tell me what 
commodities you have had as long as 5 years, what as long as 4, 3, 
and 2; what the rate of turnover is and your estimated losses by reason 
of deterioration, spoilage, and things of that sort. 

Mr. Beacu. I can give you the losses we had and the deterioration 
and spoilage during this past year. They have been rather small. 

Mr. Wuirren. That is oad on the reports you have had; that is 
all you have as a matter of record. We would not want to hold you 
responsible for spoilage that you did not know about. 

Mr. Bracu. No; this is based on accounting records. For the 
fiscal year 1954, the Commodity Credit Corporation recorded on its 
books a loss through shrinkage and spoilage in the total amount of 
$2,199,230.11, it reported on its books a loss of $17,669,768.45 due to 
sale of commodities that had deteriorated. The first category 8 
what would be counted as a total loss; the second category are thos 
commodities in which there is some salvage value. ith respect to 
the latter, commodities which had cost $65,157,984.19, were sold for a 
total of $47 ,488,215.74, or a loss of $17,669,768.45. 

That made a total loss from spoilage, deterioration, and shrinkage 
of slightly under $20 million. 

Mr. Wuitten. What part of those commodities are the ones yol 
offered for sale in your overall competition? 

Mr. Bracu. Of this loss of a total of approximately $20 million, 
roughly $17 million was on corn. 

Mr. Wuirren. That is only for commodities where you have around 
a billion dollars invested cal have not offered for sale competitively’ 

Mr. Bracn. Yes, sir. On wheat we had a loss of $1,600,000, and 
on none of the others was the loss as big as a half a million. 
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Mr. WutrreN. When those losses are reported, that is going to be 
harged up to the farm program; yet the losses have come because of 
nulty supervision or handling by paid employees of the Government. 

Mr. ANDERSEN. Reference has been made to $17 million loss, 
proximately, on corn. 
Mr. Breacu. That is the loss due to spoilage, deterioration, and 


hrinkage. 
PERMANENT ELEVATORS VERSUS STEEL BINS 


Mr. ANDERSEN. That is correct. Now it seems to me from a 
practical viewpoint that the big bulk of that loss was incurred because 
{ the fact that Commodity Credit has thousands, literally, of these 
mall steel bins, instead of having that corn stored in a proper sort 
ff structure, such as the private grain trade uses today. I have in 
mind village after village in my district in southwestern Minnesota 
here you use clusters of those steel tanks and small wooden structures, 
erhaps 90 or 100 steel tanks on a few acres of ground, owned by 
ommodity Credit, and a few blocks away you will see a great big 
oncrete elevator structure owned by the private grain people. 

Now certainly those people know what they are doing. In a few 
ears time, speaking about Commodity Credit, we will have a pile of 
unk there in these small bins and we are making it practically im- 
possible for the people, who are trying to do business properly back 
jome, to do a good job. 

I do not know whose responsibility it is and I want to ask of you 
at this point just what limitations are placed by law upon the size 
of structure that you people can put up for the storage of these grains? 

Mr. Ricuarps. There is no limitation. 

Mr. ANDERSEN. There is no limitation. 

Mr. Beresr. I do not think there is any limit. 

Mr. ANDERSEN. In other words, could you, if you wished, instead 
of having my area spotted with groups of these steel tanks—could you, 
if you deemed it to be good policy from the viewpoint of saving the 
rain itself and handling the grain for drying purposes and cleaning 
are put up large permanent structures? Do you have that 
io rt? 

“Mr. Beacu. There is one limitation relating to that matter. The 
Charter Act provides that the Corporation shall not use the authority 
provided in the related subsection for the purpose of acquiring real 
property or any interest therein in order to provide storage facilities 
for any commodity, unless the Corporation determines that existing 
privately owned storage facilities for such commodity in the area 
concerned are not adequate. That isa limitation. 

Mr. ANDERSEN. Certainly in a district in which there are perhaps 
2 million bushels of corn at times sealed and stored in each county, 
that certainly it would be easy to come to that determination and 
make a finding that adequate private storage was not available. 

Mr. Ricuarps. I would like to call your attention to two things. 
We have had during the past 2 years what we call storage occupancy 
guaranties, under which we agreed to guarantee a certain percentage 
of elevator occupancy over a 5-year period for people to construct 
devators. Secondly, the initial cost of steel bins per bushel is far 
cheaper than that of an elevator. 

Mr. ANDERSEN. Surely. 
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Mr. Ricuarps. And I am not saying I know it, but there are peoy 
who will say—they are recognized grain people—that the cost 
storage in the steel bins is probably the cheapest you will find. 

Mr. ANDERSEN. But when it comes to moving and handling th 
grain, it seems to me if you would have good concrete structures, sy 
as are being built by the private grain trade that in the long run th 
kind of storage oe cost you far less than this little steel-bin storag 
every factor being taken into consideration. 

Mr. McConne.. In that case, yes, I think you are quite righ 

Mr. ANDERSEN. I am speaking now of the long-term haul. I hay 
had this called to my attention several times in the past. As yw 
know, southwestern Minnesota is one of the great storage spots {y 
corn. It is a sample of what is taking place throughout the Midweg, 

I think every reasonable man will admit that we are going to hay 
this storage problem with us for a good many years to come. I hop 
we will never get away from the price support program on farm con. 
modities and, if we concede that why don’t we give to Commodity 
Credit Corporation the opportunity, as Mr. Whitten has been urgin 
to do a good job by giving them the tools to work with. I still ins 
you cannot have clusters of these steel tanks, with no elevator facil. 
ties, with no drying facilities, and not suffer perhaps 17 or 20 milli 
dollars loss annually in this corn of ours that is under seal, as yo 
have suffered this past year. 

Mr. Vurseit. Do you have the law there on this guarantee 
storage? 

Mr. Bracu. The law I mentioned was not with respect to guara- 
teed storage, but it was a limitation on the extent to which red 
property can be bought by the Corporation. 

Mr. Vursevtut. You have a program of accelerated deterioratiw 
for a 5-year period. 

Mr. Bercer. That is right. 

Mr. Vurse.u. In trying to do exactly what we are discussing. 

Mr. McConnetu. We hoped we would be all caught up with thes 
small bins so we would not have to go into them any further, but we 
found about 200 million bushels was needed. 

Mr. ANpERSEN. I do not think that is enough. I think you wil 
agree with me that in corn alone we should have permanent storage 
facilities for about 300 million bushels at strategic points. 

Mr. Bercer. You have that and more, too. 

Mr. ANDERSEN. I am referring to permanent storage facilities col 
trolled and owned by Commodity Credit Corporation, or at least 
under contract with private individuals. You do not have thal 
amount for corn alone? 

Mr. Bercer. No; not for corn alone. 

Mr. AnperseNn. That is the point I am bringing out. Until you 
have something like that, you are going to have these $20 milliot 
losses annually with corn going out of condition. 

Mr. Bracu. I might add there that the total loss for the half yeat 
through December 31, 1954, was of $4,282,000, as against $19,800,(! 
for the preceding fiscal year. I think the loss on corn was the rest! 
of the cleanup of the 1948-49 corn that was sold. 

Mr. Bercer. And part of our loss was not necessarily that th 
corn went out of condition, but we felt it was good judgment on ol! 
part to declare that corn out of condition, so that we could turn! 
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ver and get new corn, and we did put on a sale of that 1948-49 corn, 
nd a lot of it up in Minnesota was moved out. Sure, we took back 
ew corn in place of it, but we did get rid of the old 1948-49 corn— 
ot because it was out of condition, but our fear that it was going out 
fcondition. And the thing that surprised me was the amount that 
ame out as No. 2 corn. It surprised me. 

Mr. ANDERSEN. I had some of it myself; but, if I had the responsi- 
bility of supervising up to a billion dollars worth of corn in storage, 
would want to have the right sort of structures to handle that corn, 

turn it over and to dry it, if I had a suspicion there was too much 
moisture in it. I would want to have facilities of that nature, if I 
ras assuming any such responsibility. 

Now you gentlemen have a big job on your hands for which you do 
ot have the tools to work with. That is the sole reason I am bringing 
his matter up for discussion today. We want to help you by giving 
ou the necessary tools to work with. 


GENERAL ACCOUNTING OFrFice REpoRT 


Mr. Wuirren. Coming back to the report under discussion, I find 
hat the names are available. They will be furnished to the Depart- 


ment along with the report made for this subcommittee. 


Now, I would like to read into the record the finding of the General 
Accounting Office in connection with the Commodity Credit business, 
vhich is substantiated by the reports of our committee investigators, 

I will quote from the GAO report: 


1. Warehouse examinations: An adequate record of warehouse examinations 
was not maintained and the progress and results of warehouse examinations was 
notfreadily obtainable. The completion of warehouse examination assignments 
and irregularities disclosed by the examinations were not adequately followed up. 
Warehouse examiners’ working papers were incomplete. 

2. Policing of warehouses: Differences between inventory quantities shown by 
examiners’ reports and commodity office inventory records were not traced. 
Inventory listings furnished examiners by the commodity office were incomplete 
and could not be satisfactorily reconciled to warehouse records. An adequate 
record of warehouse examinations was not maintained and the progress and 
results of Warehouse examinations was not readily obtainable. The completion 
of Warehouse examination assignments and irregularities disclosed by the exam- 
inations were not adequately followed up. Warehouse examiners’ working papers 
did not include sufficient information. 

3. Loading orders: There were heavy backlogs in determining the status of 
open loading orders (orders directing warehousemen to ship) and lack of coordina- 
tion between units handling loading orders was noted. Some commodity offices 
failed to prepare delinquent loading order reports. 

Deficiencies in control over bin-stored grain: The Corporation owns approxi- 
mately 122,000 grain bins which are used to store grains (principally corn) taken 
over from producers in satisfaction of price-support loans. In our audits of 
selected county offices, we noted the following deficiencies with respect to the 
receipt, withdrawal, and custody of bin-stored grain. 

l. Receipt and withdrawal of grain: In most of the county offices visited there 
Were weaknesses in controls over the receipt and withdrawal of grain at the bin 
sites. Scale tickets, used to record weights, were not properly safeguarded from 
misuse by unauthorized persons nor were they properly prepared in accordance 
With instruetions. In several counties the prescribed procedure of reconciling 
scale tickets to book inventories was not followed. In many instances the re- 
juirement that a CCC representative be present at all weighings was not observed. 


: In practically all locations visited, county offices did not conform with prescribed 


instructions in determining the grade and condition of grain delivered by producers 
to bin sites in that samples of grain were not drawn in the prescribed manner. 
In some instances, the county offices’ records of grain receipts and withdrawals 
Were not currently or accurately maintained and copies were not forwarded 
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promptly to the State and Commodity offices as required by instructions. Pe were fa 
paid to local contractors for handling grain in and out of bin sites were not neg not pre’ 
tiated on a bid basis, but were generally at maximum approved rates. 1. Re 

2. Custody of grain: Weaknesses in control procedures relative to the custod ip recog 
of bin-stored grain included inadequate periodic inspections of grain to keegmmm “° st¢ 
management currently informed of its condition. The prescribed month) ome, o 
inspections of bin-stored grain were not made in some counties. In others the of ladin 
inspections made were not in accordance with instructions. Some counties qj time sh 
not have adequate grain-sampling equipment and thus could not take representa, test ls 


tive samples of the grain. Inspection reports were improperly prepared and some 


appeared to have been copied from previous reports. he inadequacy of these be esta 


monthly inspections was pce up in some counties where samples of corn drawn 3. In 
under our direction and graded by federally licensed inspectors showed the noted 
condition of the corn to be substantially different from that recorded on the count invest 
office monthly inspection reports. In a few counties there was evidence that by ~ 
proper steps had not been taken to condition corn going out of condition. pvinio 
Deficiencies in control over grain-bin structures, sites, and equipment: The pomp 
failure to perform monthly inspections of bin sites, or the inadequacy of the a 
inspections performed are also indicative of weaknesses in the control over grain oles 
bin structures, sites, and equipment. Inspection reports were not properly —— 
reviewed and unsatisfactory conditions were not promptly remedied. Our inspec- — 
tion of 71 bin sites revealed several deviations from prescribed procedures. Some o ~ 
bin sites were unfenced without written approval having been obtained, many a 
bins were found unlocked and unsealed, unused seals were not properly safe- one 
guarded, and keys to bin sites were released to unauthorized persons. Evidences ere 
of poor bin site maintenance included rusty doors, doors off hinges, and sites the a 
overgrown with weeds and littered with trash. There were delays in cleaning _ “ 
bins and repairing roads. Bins in one county were overloaded with grain. In om 
two counties grain-bin equipment was not properly protected. - 7 
Deficiencies in the leasing of grain-bin sites: Many leases on grain-bin sites ee 
did not contain renewal or option-to-buy clauses. In view of the cost of moving a 
bins from sites, the Corporation would be placed in an unfavorable bargaining a 
position if it should desire to extend these leases. Instances were noted where it — 
would have been more economical to purchase the sites rather than lease them. os 
In these cases the total lease rental exceeded quoted purchase prices. Some a 
county offices failed to record leases and most offices did not record them promptly. Tove 
One county office visited was forced to terminate a lease and move 21 circular ee 
bins when a search of the land records revealed that a portion of the leased site febt ; 
was not owned by the lessor. = - 
Deficiencies in the storage facility and equipment loan program: The Cor- es 
poration makes loans available to farmers for the purchase or construction of : nt 
farm-storage facilities and equipment. Visits to selected ASC county offices — 
and a review of internal-audit reports disclosed the following deficiencies in the 
storage facility and equipment loan program. 
1. Making of loans: Failures to follow prescribed procedures in the making of 
loans included lack of information in loan files with respect to producers’ need for M 
additional storage space, cost of the facilities to be purchased or constructed, what 
existing debts on facilities, payment of debts on facilities in excess of amounts ; 
discharged with loans, required insurance coverage, and searches for prior liens. inser 
In several instances the files did not indicate whether chattel mortgages had been were 
filed and there were delays in filing and recording chattel mortgages. Some in- foun 
surance policies did not provide for assignment of interests to CCC or the lending that 
agency in the event of loss. 
2. Delinquent loans: Several county offices were lax in recording and following Offic 
up on delinquent loans. (1 
3. Unauthorized use of facilities: We found several cases of facilities being used 
for purposes not previously approved by county offices, for example, chicken coop. 
equipment storage, workshop, and auto repair shop. Similar abuses were found od 
by the agency’s internal auditors. More serious abuses were detected in Texas Th 
by the CSS internal audit and investigative groups. Numerous facilities were Cred 
used for the housing of Mexican farm labor and it appeared that loans on these recel 
facilities were granted by the county office with the knowledge that the facilities l. 
would be so used. of st 
Deficiencies in control over claims and accounts receivable: Directors of OSS 2. 
central office divisions, CSS commodity offices, and ASC State office administra- tons 


tive officers have been assigned the responsibility for establishing appropriate 3 
control over claims under their jurisdiction. In general we found that adequate 4. 
control procedures had been prescribed and that most of the deficiencies noted 9 

t 
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yere failures to carry out prescribed procedures adequately. All of them were 
jot prevalent in all offices visited. 

|. Recognition of claims against public warehousemen: There was a slowness 
in recognizing and establishing claims and receivables against public warehouse- 
nen storing CCC’s commodity inventories because of a considerable backlog, in 
ame offices, in processing loading orders (orders to ship commodities) and bills 
of lading. In 1 office, for instance, there was an average lag of 5 months from the 
time shipments were completed until settlements were made with the warehouse- 
nen. Current processing of transactions with warehousemen is desirable in order 
tht claims against warehousemen, particularly those involving illegal acts, can 
be established and asserted promptly. 

2. Investigations of situations involving claims: In one commodity office we 

noted that there were considerable delays between the initiation of requests for 
investigations of claims cases and the submission of reports on the investigations 
by the CSS Compliance and Investigation Division. We were informed that this 
Division did not have sufficient staff to handle all requests for investigations 
promptly. In another office the procedure for following up requests for investi- 
gations was not satisfactory. 
' 3. Settlement of claims and receivables: Several cases were noted where the 
commodity offices had not taken aggressive action in the settlement of claims and 
receivables. Unwarranted delays appeared to be caused by such factors as failure 
to clearly define and assign responsibilities within a commodity office, lack of 
personnel, and heavy workloads. There were also delays in the settlement of 
daims referred to the Department of Justice. 

Seventy-seven claims amounting to $867,000 were barred from legal action as 
the result of a decision handed down by the United States Supreme Court in the 
case Of the United States v. H. T. Lindsay (346 U. 8. 568) on January 18, 1954. 

he effect of the decision was that the statute of limitations on CCC’s claims would 
run for 6 years from the date they accrued (rather than 6 years from July 1, 1948, 
the date CCC was converted from a State-chartered to a federally chartered cor- 
poration, as the Corporation had presumed). Most of these claims had been 
referred to the Department of Justice. The majority of them contained doubtful 
questions of fact and law and, because of the uncertainty of successful litigation, 
legal action would not have been taken in some instances. Several of the claims 
have been settled by compromise. 

In our audits of selected ASC State and county offices we noted failures to follow 
prescribed procedures in asserting and collecting claims due from producers. 
Generally, ASC county committees were reluctant to press fellow farmers for 
debts due the Corporation. Debts were not recorded promptly or correctly nor 
were reports on debtors prepared and submitted promptly to ASC State offices. 
In many instances the required reports were not submitted at all. In several 
county offices debts were not offset against amounts paid producers. 


SUMMARY OF PAST INVESTIGATION REPORTS 


Mr. Wuitten. What is so trying about this is that it is exactly 
what we found out some several years ago. I would like to have 
inserted in the record at this point a résumé of what those findings 
were, so that you can see the similarity between conditions that we 
found, and which we set out to have corrected, and the conditions 
that are found now by our investigators and the General Accounting 
Office. 

(The summary is as follows:) 


INVESTIGATION OF ComMMOopITY CREDIT CORPORATION 


The following investigation reports on the operations of the Commodity 
Credit Corporation and the Production and Marketing Administration were 
received by the committee: 

|. January 15, 1952: Storage policy, organization problems, administration 
{ storage programs, favoritism and gratuities, conversion and fraud cases. 

2. March 4, 1952: Followup on matters covered in first report; data on addi- 
tional conversion cases. 

April 22, 1952: Inquiry into operations of New York commodity office. 
June 5, 1952: Inquiry into operations of Chicago commodity office. 


. June 11, 1952: Review of 1950 blue-lupine transaction between CCC and 


} 
otton Producers Association of Atlanta, Ga. 





Syeews Seu Seo Oe ee eel 


We 


Cte SbF hart fF 





1272 


6. November 12, 1952: Inquiry into operations of Sen Francisco and Portlend 
Oreg., commodity offices. 

7. November 20, 1952: Changes in cotton loan program. 

Subcommittee hearings were held during the latter part of January 1959. 
relative to matters contained in the January 15 investigation report. A sub. 
committee report outlining the findings of these hearings was released on Februery 
4, 1952. An additional report of the subcommittee was releesed on Merch 17, 
1952, in connection with the supplemental dete, contained in the second report 
of the investigators dated March 4, 1952. <A brief resume of the pertinent 
findings of these two reports and subsequent developments on each subject are 
discussed in the following paragraphs. 

Storage policy.—It was brought to the subcommittee’s attention that CCC was 
operating under an unrealistic and wasteful policy requiring storage of its com- 
modities in commercial warehouses despite the existence of vacant Government 
storage bins and surplus military installations which could have been converted 
for storage purposes. This policy brought into existence many warehouse con- 
cerns with no previous experience, inadequate facilities, and little or no financial 
backing. The Arkadelphia, Ark., case, where CCC lost $80,000 worth of wheat 
due to improper handling, poor facilities and inadequate financial backing, is a 
good example of this condition. This policy also encouraged marginal operators 
to lease surplus buildings from the Government and contract for storage of CCC 
Commodities at exorbitant profits. The Camp Crowder case, where the Gov. 
ernment paid $965,000 to 2 commercial concerns for storage in buildings leased 
from the Government for $51,968, is typical of such an arrangement. Another 
costly result of this policy was failure to utilize existing Government storage 
facilities and at the same time paving excessive storage rates to private concerns, 
many of which got into the field for the sole purpose of storing CCC commodities. 
Figures presented to the subcommittee indicated that an average of 42 percent of 
Government bins had been vacant each vear since their establishment in the late 
1940’s, and in some areas such bins have never been used. 

Furthermore it appears that this policy did serious damage to the reputation of 
the entire warehousing industry, in addition to causing sizable losses to the 
Federal Government. Evidence received indicated that a large proportion of 
losses through conversion and other irregularities occurred with th se marginal 
operators brought into the storage business under this policy during the critical 
storage period of 1948 and 1949. 

Organization problems.—It was apparent from investigation reports and hearings 
that several organization changes were needed. The Office of Audit and the 
Compliance and Investigation Unit did not have the independence to do their jobs 
effectively since they were functioning under an assistant administrator. Further- 
more, there was no coordination between the United States Warehouse Division, 
which is responsible for inspection of bonded United States warehouses, and the 
warehousing activity of CCC—even though both programs were under the same 
organization unitin PMA. Information presented to the subcommittee indicated 
that the Tanner case, where CCC lost some $872,000 due to conversion of beans, 
was due to the lack of exchange of information between these two activities. 

In its February 4 report, the subcommittee recommended that the Office of 
Audit and the Compliance and Investigation Unit be made an independent unit 
responsible directly to the head of CCC. A report from the Secretary of Agricul- 
ture dated June 4, 1952, indicates that this change has been made and that the 
staffs of both offices have been enlarged to permit more frequent audits and more 
complete investigations of suspected conversion cases. This same report also 
states that action was being taken to coordinate the warehousing activities of 
PMA to correct the deficiencies in their operating practices. 

Administration of storage programs.—Information furnished the subcommittee 
indicated the existence of many deficiencies in administration of the storage pro- 
grams. It was apparent that inadequate attention to financial responsibility of 
contractors, failure to require adequate performance bonds, lack of followup on 
loading-out orders, inadequate inspection procedures, and laxness in prosecuting 
violators, contributed materially to the many instances of conversion and mis- 
handling of CCC commodities. 

In its February 4 report, the subcommittee recommended that immediate 
steps be taken to correct these deficiencies. Specifically the committee recom- 
mended that— af 

(a) A more rigid and frequent inspection of storage facilities and commodities 
be instituted and that closer scrutiny be given to the financial position of private 
warehouses and storage elevators handling CCC commodities. 
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A system be established to assure rigid followup on loading-out orders, 

(c) A more vigorous program for prosecuting criminal as well as civil violators 
be adopted, including referral of all cases involving possible fraud or bribery to 
the De partment of Justice for investigation and action. 

On June 4, 1952, the Secretary reported to the subcommittee relative to action 
taken by the Department on these matters. He indicated that the Department 
had established new standards for evaluating the warehouseman’s status prior to 
contracting for storage, was now requiring a commercial credit rating report in 
addition to the warehouseman’s own personal statement, and had strengthened 
its bonding requirements materially. He also reported that a close control over 
loading-out orders had been established to require the director of each commodity 
office to establish records showing current status of all such orders and to institute 
immediate investigation where shipments are not made within the period specified 
on the loading-out order. His report further indicated that new procedures had 
been instituted, requiring a thorough inspection of facilities prior to signing of 
storage contracts, as well as an inspection of nonperishable commodities semi- 
annually and an inspection of perishables at least once each quarter. In connection 
with the matter of tightening up on prosecution of violators he stated that the 
agreement between the Solicitor of Agriculture and the Department of Justice 
permitting screening by the Solicitor had been terminated on May 13, 1952, and 
that all cases involving fraud or bribery were being referred to the Department 
of Justice for immediate action. 

Favoritism and gratuities.—Evidence presented to the subcommittee disclosed 
a number of cases where gratuities had been accepted by PMA employees in 
return for favoritism and preferential treatment. Information received also 
indicated considerable laxness in taking action against those found guilty of such 
practices. For instance, two individuals in the Kansas City office were still 
inthe employ of PMA at the time of the January hearings—several years after 
the offenses were discovered—despite positive evidence of receipt of gratuities in 
exchange for official favoritism. Also, no disciplinary action had been taken 
against 15 employees in the Dallas commodity office who had accepted gratuities 
from firms doing business with that office as much as 1 year after the discovery. 
In another instance, no criminal action had been taken against an official of the 
Minneapolis commodity office who had admitted accepting numerous gratuities 
from officials of a Wisconsin storage concern with whom he had had a close personal 
relationship in exchange for special treatment. 

The subcommittee gave this matter special attention, because it was apparent 
that the internal deficienci ies which made such conditions possible also contributed 
substantially to the many conversions and other losses to CCC. In its report of 
February 4, the subcommittee was extremely critical of the failure of Department 
to tighten up on regulations dealing with this subject, and the laxness of CCC 
officials in taking firm action in these cases. 

Latest reports from the Department and committee investigators indicate that 
positive action has been taken to follow the committee recommendations on 
this matter. A recent visit to the Dallas PMA commodity office by the clerk of 
the subcommittee discloses that an entire new top staff has been appointed at that 
office, that a reorganization is in process to provide hetter administrative controls, 
that a very tight control has been established over loading-out orders, that a 
rigid svstem has been instituted for inspection of facilities prior to and during 
storage of CCC commodities, and that special steps have been taken to eliminate 
favoritism and gratuities. 

Conversion and fraud cases.— The first cases of conversion and fraud were dis- 
covered in 1949 in the North Central area, where 13 elevators converted some 
$150,000 in flaxseed to their own use. In April 1950 the conversion of pinto beans 
valued at S872 ,000 by Tanne ar, Ine., in Colorado and New Mexico was disclosed. 
Other huge conversions were soon discovered in [llinois, Georgia, and Colorado. 
In view of these developments, the Office of Audit initiated an audit in the Dallas 
area in Julv 1951, and shortages were found in better than 37 percent of the eleva- 
tors visited. Numerous additional cases soon were doscovered in California, 
Texas, New Mexico, and Oklahoma. Subsequent reports by committee investi- 
gators have included facts relative to many additional cases which have come to 
light in reeent months. 

The latest report received by the subcommittee on this subiect (May 1952 
states that the De nee had referred a total of 68 cases involving shortages of 
%,727,851 to the Justice De partment for court action. It also reports that a 
total of 63 cases, involving a book shortage of $1,090,000, had been fully or parth) 
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investigated and that 30 had progressed to the point where it appeared that 
conversion might be involved. 

The third and fourth reports received from the committee investigators, dated 
April 22 and June 5, 1952, covered inquiries into the operations of the New York 
and Chicago commodity offices. These reports disclose the following questionable 
situations: 

(1) Over a period of approximately 6 years (1946-52) $1,650,827 in service fees 
were paid to 6 forwarding agents representing CCC in the processing of export 
grain shipments at 6 Eastern ports: New York City, Albany, Boston, Portland, 
Philadelphia, and Baltimore. It further appears that none of the agreements 
with these agents were made on a competitive basis. Information developed 
during the investigation indicates that forwarding agents are employed by PMA 
only on the eastern seaboard, and that commercial firms with large-scale opera- 
tions similar to PMA do not use such agents. The.files disclose that this has 
been a subject of considerable discussion within PMA and that most officials of 
the New York office believe they could take over this function with no increase 
in personnel and facilities In this connection the investigation disclosed that 
forwarding agents rely upon the Department of Agriculture personnel for advice 
and assistance in connection with every phase of the service they perform. 

(2) The Chicago, Minneapolis, and Kansas City commodity offices have paid 
approximately $411,500 in commissions to cash grain merchants for sales made 
through them during the 12 months ended April 30, 1952. It appears that the 
practice of dealing through such agents is based upon the Secretary’s deter ina- 
tion that private trade facilities should be used wherever possible in preference 
to direct handling by the Government. According to the investigation report, 
officials of the Chicago office were of the opinion that the services of these com- 
mission merchants could be dispensed with and that their function could be 
handled by PMA more effectively and with comparatively little or no increase 
in personnel. Such officials also believed that better prices could be obtained 
by PMA personnel in some cases than those obtained by commission merchants. 

(3) In several instances, potential losses occurred at the New York commodity 
office as a result of poor handling of beans in the New York area. In one case, 
delay in disposing of red kidney beans damaged by fire at Horseheads, N. Y., on 
August 16, 1951, resulted in the loss of 16,899 hundredweight bags of beans 
through deterioration, even though an offer for sale as feed or fertilizer had been 
received. In the other case, $6,954,348 was lost on the sale of beans, due to the 
failure of the New York office to authorize disposal of these beans at the highest 
bid prices received in the fall of 1949. 

(4) During July and August of 1949, the Chicago commodity office entered 
into 7 contracts with the Indiana Grain Cooperative in Indianapolis, Ind., for 
the purchase of a total of 920,000 bushels of No. 2 Soft Red Winter Wheat for 
export. These contracts were made at a price ranging from 10% to 11% cents 
above prices being paid other vendors at the same time. No information could 
be obtained by committee investigators to show how the higher prices were 
calculated and officials of the Chicago office were unable to explain the large 
differential. It appears that the Indiana Grain Co-op benefited by 4 cents a bushel 
over other vendors, a total of $36,800 on the entire purchase. From the facts 
available, it appears that this company received unwarranted preferential treat- 
ment. 

(5) Substantial commodity losses resulting from holding inventories beyond 
their safe storage life and other improper warehousing practices were discovered 
in the Chicago area. During the 39 weeks ending on March 27, 1949, 89 percent 
of all corn sold by the Chicago office was sold below the formula price because it 
was either out of condition or in danger of going out of condition. Also large 
quantities of commodities in storage in the Chicago area had passed their safe 
storage life. Similar conditions were found to exist in the New York area. 

On June 30, 1952, in reply to our letter of June 19, the Secretary commented 
on these points. While defending the Department’s position with reference to 
the last 3 items, he stated that the contract with the forwarding agent handling 
CCC ‘activities at the New York and Albany ports had been discontinued on 
June 15, 1952, and that he was considering the possibility of discontinuing such 
arrangements at the other 4 locations. He also indicated that he was giving 
careful consideration to the possibility of discontinuing the use of commission 
merchants in the Chicago area. 

The fifth report, dated June 11, 1952, presented information concerning the 
1950 blue-lupine transaction between CCC and the Cotton Producers Association 
of Atlanta, Ga. A summary of the facts disclosed by this report follows: 
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1. On February 1, 1951, CPA sold 5,904,100 pounds of 1950 crop blue lupine 
to CCC for $266,865.32 pursuant to the 1950 seed price support program. 

2. Regulations require that lupine be bagged at time of delivery toCCC. How- 
ever, in this case the lupine was accepted by PMA and stored in bulk. With full 
knowledge of everyone in PMA, warehouse receipts were prepared to show that 
commodity was stored in new bags. 

3. Regulations required that certificates of germination and purity tests, based 
on samples drawn after September 1, 1950, accompany settlement papers and that 
payment be based on quality reflected on these certificates. While certificates were 
presented as required, investigation disclosed that the tests were performed on 
samples drawn more than a year earlier— May and June 1950. While these certifi- 
cates indicated a germination of 90 percent or better, the State PMA office had its 
own reports indicating germination to be only 80 to 85 percent. It was also dis- 
closed that this practice was followed by innumerable other lupine processors in 
the area, and was condoned by local PMA officials who stated that they had the 
sanction of Washington PMA officials. 

4. Tests run on this lupine while in storage in June 1951 showed the entire 
amount to be worthless as seed, due to low germination. Irrespective of this, a 
Washington PMA representative favored paying storage rates rather than selling 
it for fertilizer. 

5. During the period February 1951 through April 1952, storage charges of 
$26,236.26 were paid on this lupine. Monthly charges of $1,613.73 were still to 
be paid at the time of the investigation. 

6. As of May 1, 1952, 525,000 pounds had been sold as fertilizer at $30 per ton, 
a loss of $60 per ton. 

In view of the many conflicting statements from persons involved in this matter, 
the investigators were requested to recheck certain points in an effort to determine 
responsibility. In reporting on this additional review, the investigators included 
the following statement from Mr. Elmer Kruse of PMA: 

“Our investigator’s report on this matter covers some 165 pages and is accom- 
panied by 30 exhibits. There are a number of unresolved conflicts in the state- 
ments of persons who were interviewed by the investigators. Accordingly, we 
believe your purpose will be better served by supplying you with a copy of the 
investigation report * * *. 

“We have reached two important conclusions from the review of this report, as 
follows: 

“1. Germination certificates were improperly issued by the Southeastern 
Seed Laboratory, Atlanta, Ga., and that such certificates were improperly 
used to obtain a payment from CCC. 

“2. The investigation report contains matters which should be considered 
by the Solicitor of this Department. 

“This office is taking steps to see that purity and germination certificates 
issued by the Southeastern Seed Laboratory of Atlanta, Ga., are not used in the 
future in connection with the price support programs of CCC. We will also refer 
our file on the case to the Solicitor of the Department of Agriculture. If he finds 
that the report contains evidence of fraudulent acts, he will refer the entire matter 
to the Department of Justice.” 

The sixth report, dated November 12, 1952, presents information concerning 
the operations of the San Francisco and Portland commodity offices. The major 
points developed by this report are: 

1. The criminal fraud trial of the California Rice Growers Association was set 
for November 17, 1952, after a motion to dismiss was denied on July 22, 1952. 
The Acting Chief, Antitrust Division, Department of Justice, at San Francisco 
stated that a ruling of the Department prevented him from releasing grand jury 
testimony of Fred Entermille. 

2. Based on reports of the office of audit at San Francisco, it appears that CCC 
lost an additional $428,800 because of insistence of RGA that it sell 1949 rice to 
Army in processed rather than rough form. 

3. Evidence of possible favoritism by California State and San Joaquin County 
PMA committees was discovereed by the investigators. In August 1949, 
C. and I. submitted a report indicating that two individuals, R. C. Zuckerman 
and Walter E. McGilloray, had an interest in acreage overplanted with potatoes 
after goals for acreage had been announced. In May 1949 they deeded the 
property to their children in an effort to become eligible for price support on other 
potatoes which they owned. In September 1949, the regional attorney advised 
the State PMA office that these individuals were ineligible. In September 1949 
the State committee determined them eligible and payments totaling $111,190.72 
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were made. In June 1950 the case was referred to the Assistant Administrato, 
for Production in Washington. 

In September 1952 the Solicitor advised our investigators that his opinion hg 
always been that they were not eligible. 

4. Information included relative to commodity losses due to poor handling 
and lack of use of Government storage bins indicates that conditions on the wes 
coast are similar to those found in other parts of the country as disclosed by 
earlier reports, : 

The last investigation report received dated November 20, 1952, covers certaiy 
changes adopted late in 1951 to decentralize the cotton loan program for the 
1952 crop. The findings are: 

1. Under the new plan, loans can be obtained directly from the county PMA 
office whereas formerly they could be obtained only from a bank or through the 
PMA commodity office. Further, loans can now-be redeemed at either the 
county PMA office or a local bank, instead of at the PMA commodity office or 
Federal Reserve depository under the former arrangement. 

2. CCC has had in foree since February 1, 1949, a fidelity bond covering PM\ 
employees at commodity, State, and county offices. Coverage provides reim- 
bursement up to $100,000 per employee, with a limitation of $100,000 per loss 
if two or more employees are involved. A 3-year premium is $17,426.50. 

3. During fiscal year 1952, $182,250 was spent for safe equipment for PMA 
offices. It was estimated that an additional $226,100 will be spent for this pur- 
pose in 1953, making a total of $408,000. This covers 2,409 fire-resistant stee| 
file cabinets with built-in combination locks. 

4. Apparently no additional personnel has been employed in Tennessee, 
Mississippi, and Arkansas as the result of this change. Since the loan volume 
as of date of the report had been so small, it was difficult to determine final effect 
on personnel needs. In view of the fact that administrative expenses are not 
allocated by commodity, and since very little cotton had been placed under loan 
at time of the investigation, comparative costs of the new and old procedures 
could not be obtained. 


Mr. Wuirren. I have the utmost confidence in each of you gentle. 
men here. I know you try as hard asI do. I don’t want to have you 
or anyone else misunderstand my approach to this. But it all leads 
up to whether or not it is perhaps a problem of organization. As | 
understand it, the Commodity Credit Organization has relatively few 
employees. Most of its work is done by other employees which are 
taken on and released as you need them. 

I wonder if perhaps it doesn’t come from a divided responsibility. 
In a way, there are so many things where you are dependent under 
your structure, perhaps not by law but by practice, on the State 
committees and various county committees. They are not full-time 
employees, and few would care if you did remove them from the job. 
Nearly all are good citizens and good folks, but this isn’t something 
which receives the major portion of his time. 

It looks to me like, under the system, that is a weakness that you 
are apparently unable to overcome. 


State AND County Orricre PERSONNEL 


Now, I come to the county offices where the actual administrative 
work is being done. Are those employees under civil service? 

Mr. Manwarina. No, sir. 

Mr. Wuirten. Are they selected by any civil-service procedure, 0! 
are they selected by the county committee or the State committee? 

Mr. Manwanrina. They are selected by the county office manager 
within qualifications that are established by us and sent out, and 
which may be strengthened for the State by the State committee i 
they wish. They must meet certain qualifications, but they are 
selected by the county office manager, who is selected by the county 
committee. 
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COMPARISON OF PAY,WITH REGULAR GOVERNMENT PERSONNEL 


Mr. Wutrren. How do their rates of pay compare with the rates 
of pay of other full-time employees of government? 

Mr. MANWARING. Lower. 

Mr. Wuirren. Would you put in a table as to the comparison of 
those rates? 

(The table referred to follows:) 


CoMPARISON OF RATES OF Pay OF AGRICULTURAL STABILIZATION AND CONSERVA- 
rion County OFrricE EmMp.Loyeres Wits CrerTraIn Fuui-Time EMPLOYEES OF 
THE GOVERNMENT 
National averages of salaries paid ASC county office employees in the fiscal 

vear 1954: 

Per day 


County committeemen_ aco”, : $9. 10 
Community committeemen ‘ : a 2 8. 50 
Office managers !______- ee ee tiaras Did ihe 13. 82 
Other office and field employees. - - ; eg 9. 39 


| Based on data compiled in May 1954. 


National averages of salaries paid certain full-time employees of the Govern- 
ment, including county extension agents. 
Per day 


County extension agents !____ _ win md agin ww llc Gee 0 ee ee Oe 
SCS soil conservationists _ _ _ Soi aeeed aise oe See . 17 to 19. 46 
County supervisors, Farmers’ Home Administration . 17 
ASC State office field employees:__ 

Farmer fieldmen__- : basa <a 

County auditors___- _- each aia - ». 65 

Deen Ge, . no ems ; 3. 12 
Clerks, stenographers, etc____-_____-- .58to 13.12 


! Simple average of State averages compiled in October 1954. 


Do they have the benefits of insurance, and the various other things 
that go to other Federal employees? 

Mr. Manwarinea. No,sir. They have the benefit of social security. 
They do have the benefit of sick leave and annual leave. 

Mr. Wuitren. How long has this organization been in existence? 
Of course, it has gone up and down as your work has increased and 
decreased, but at the county office level, how long have you had 
employees doing this work? 

Mr. MANwaRIna. Since 1936. 

Mr. Wuittren. That is approximately 20 years. And they are 
still not employees of the Government, although their work is for 
the Federal Government. 

Mr. Manwarina. That is correct. 


PLACING EMPLOYEES UNDER CIVIL SERVICE 


Mr. Wurrren. What is your idea as to whether it would be wise if 
these employees were made a part of the Federal Government under 
the civil-service procedures? Perhaps on that basis you would have 
some means to make them responsible to the Corporation, which in 
turn is charged with the responsibility of handling these $6 or $7 
billion worth of commodities. 

Mr. Manwarinc. They are responsible now, Mr. Chairman, to the 
Commodity Stabilization Service, who is charged with some of the 
responsibilities of the Commodity Credit Corporation. 
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REMOVAL OF STATE AND COUNTY EMPLOYEES 


Mr. Wuitren. You can’t remove these employees without the 
approval of the State or county committee? 

Mr. MANWARING: Yes, sir. 

Mr. Wuirren. When did you gain that right? A few years ago 
you couldn’t fire a man without the approval of the county committee 

Mr. Manwarina. The Secretary’s regulations now provide that 
the county office manager or the county committee may be removed 
by the Washington office or may be removed by the State committee 
if they fail to perform their duties. We are following that quite 
closely to see that they perform their duties: 

Mr. Wuirren. I would like to call to your attention what the 
General Accounting Office has said and what our inspectors have said, 
If that is your idea of discharging their duties, you leave me speechless, 

Mr. Manwarine. It isn’t my idea of discharging it. 

Mr. Wuirren. I don’t mean these people aren’t good people. But, 
under the system where these people are actually selected at the local 
level, and heretofore, at least, have been responsible to the county 
and State committees, it leaves little that you can enforce in having 
a set pattern which must be carried out for the protection of the 
Corporation. 

May I say for the protection of the farmer, these things are not 
the fault of the farm program and they are not the fault of the farmer, 
But these things are frequently picked up and played up as another 
indication as to why you have to get rid of price supports. It is not 
that at all. I would like to see if we can’t do something to have this 
matter operated as other activities of the Department of Agriculture 
are handled, because we are wasting hundreds of millions of dollars. 

Mr. MANw ARING. WwW e could certainly operate under a civil-service 
system. Other agenciesdo. However, we have attempted to operate 
under the provisions of the Soil Conservation and Domestic Allot- 
ment Act which provides State and county committees, and have 
tried to give them responsibilities and to get them to take them and 
do them. There have been some changes recently which I think 
will help that situation. 

Mr. Wuirren. I think there is a place for the county committee 
and State committee. I certainly would not in any way recommend, 
so far as policymaking is concerned, that it be changed. But when 
the same condition now apparently existing that has existed as of the 
time we made our investigation before, it is high time that we study 
the structure and see if the full-time employees should not be respon- 
sible to the Federal Government, leaving the county committee and 
the State committee with their present responsibilities and _ present 
place in this whole program. 

Mr. Manwarina. The State office employees are Federal employees 
and civil service. The county employees are not. They have never 

been put under civil service. That may be a possibility. 

Mr. Wuirrten. I am just exploring every possibility that I can con- 
ceive of that might improve it. Mr. Manwaring, I just doubt that 
you mean to say that these things have been straightened out in view 
of the showing that we have here. 

Mr. Manwarina. I don’t mean to say that. I mean to say that 
we think we have taken some actions in the near past, Mr. Whitten, 
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which will give us the opportunity of getting them straightened out. 
We think we have tightened up the organization, that we can make a 
very decided improvement over the showing that is represented both 
your investigation and the General Accounting Office. I don’t. 
mean to say that we have done it. I don’t mean to say that we will 
ever get to the point where we can give you a perfect report. We 
certainly think we can do better and expect to do better in the very 
near future. 

Mr. WuirteN. Some folks may think I demand perfection. I can’t 
give it and don’t demand it. But the report on this operation is far 
from perfection. 

Mr. MANWARING. Yes, sir. 

Mr. Wuirren. In exploring this setup, I give to you gentlemen the 
same interest and efforts and desire and hard work that we take to 
ourselves. But we still find bad conditions existing. So, we had 
better look further for corrective action. 


PAY AND QUALITY OF EMPLOYEES 


Mr. McConne ui. You made two statements which I would like to 
edaborate on a little. One is that this thing might be the fault of 
organization. I think that is true to an extent that prevents you from 
ever getting up even close to what you do in a private business. 
There is so much of the CCC commodities that practically come under 
the control of the county committees. It is very difficult to deal with 
those committees—I don’t want to, as a matter of fact—as you would 
with your own employees. They are elected. 

Many of them are in there because of a sense of public duty. It 
is difficult for us to get the quality of men that we need for the 
salaries we pay. As a matter of fact, you just can’t get them. 


FAILURE OF PRESENT METHOD OF OPERATION 


Mr. Wuitrren. I would like to have before we conclude these 
hearings, either on the record or off the record, the best judgment 
that you have as to how we can cure that. I think I am justified in 
saying here that these reports show that, while there are other places 
where trouble comes in, in most cases we find it is a laxness at the 
county committee and State committee level. We find things in 
good shape in some States. We find them poor in other States. In 
those States where the local and the State operation is poor, that is 
where we find our tremendous losses and all these other troubles. 

The committee system has much to offer. But when you get to 
dealing with $6 or $7 billion worth of commodities, I think we need 
to see if you can’t place that responsibility on the full-time employees 
that you definitely do have there, and look to them in the same way 
that you look to other employees, and require the same thing of them. 
Quite definitely the investigations have disclosed that the present 
system is not operating well. At the same time, I should pay tribute 
to the thousands of farmers and local committeemen who are doing 
a good job. But most of them are doing it at considerable inconven- 
lence to themselves, none of them with any real pay for their work, 
and most of them working on the side to help out. But the system 
heeds overhauling somewhere along the line. 
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I would be glad to have your recommendations as to what we coy) 
do on this committee or what recommendations we might make ; 
the appropriate legislative committee to change this system somewha; 
We can’t live with it like it is, since much of our losses are due ; 
failure to properly supervise and manage these great holdings whic 
we have. Unless we can get the Secretary to offer these commoditis 
for sale, apparently we will have to keep them for many years to come 

Mr. Manwarina. Such a change will require a change in oy 
limitations. 

Mr. Beacu. It will mean that if you had the county employes 
under civil service, more money would be required because of an in. 
crease in salary. 

Mr. Wuirren. If we used about one-tenth of the money that was 
wasted under the present system annually, it might be money well 
invested. You don’t save money by the present system. We would 
like to have a report as to what changes would be essential, and what 
the estimated cost might be. 


ILLINOIS LOCAL COMMITTEES 


Mr. Vursetu. How do you find the situation in Illinois as to how 
well these local committees are operating? Are they in the group 
that is not doing a good job? 

Mr. McConne tt. It is my impression that Illinois is one of the 
better States we have. 

Mr. ManwarinG. The county committees in Illinois have a very 
heavy load. The county office has a heavy load. They have a heavy 
load of loans, a heavy load of ACP. By and large, they are doing a 
very good job. Over a period of years they have done a good job, 
because they have had good State office employees working there who 
have helped them and worked with them and given them advice and 
instruction. Wherever we have that kind of operation we have good 
operation at the county level. 

We sent a man out recently to go over some of these bin sites. 
That was in the last 2 months. It was in Ohio, Illinois, Indiana, 
those States, to just take a look to see what was going on out there. 
He came back and reported that the situation in Illinois was generally 

ood. 

, Mr. VursELL. I am glad to get that report. I thought that would 
be the answer, because I come from a district that is pretty heavy in 
agriculture. I believe a part of the reason for that is that we have a 
very strong farm bureau federation in Illinois, and the benefits coming 
to the farmers and the opportunity to help themselves filters down into 
the townships and the counties to where they seem to take the real 
interest. I had thought that they were doing a pretty good job. 

I do know that the wages that are paid are very small, and that it 
is largely carried on because of the keen interest of the farmers to 
help themselves, not only with this but in nearly every segment of 
agriculture that affects them. That is all, Mr. Chairman. 

Mr. Marsnatu. Mr. Manwaring, I believe you are in charge of the 
operations of county and community committees? That is your 
responsibility? 

Mr. ManwaRIna. Yes, sir. 
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SELECTION OF COUNTY AND COMMUNITY COMMITTEEMEN 


Mr. MarsHauu. How are these county and community committee- 
men selected? 

Mr. Manwarinc. The community committeemen are elected by 
the farmers themselves. The county committeemen are elected by 
a convention of delegates to a county convention. The delegates are 
elected directly by the farmers of the community. 


RESPONSIBILITIES OF COUNTY COMMITTEEMEN 


Mr. MarsHa.u. After these committeemen are elected, county 
committeemen, what then becomes their responsibility? 

Mr. MANWARING. The county committeemen have responsibility 
for determining the policy to be followed in the county with respect 
to programs administered by them, and within the law and the regu- 
lations of the Secretary and the instructions sent to them from the 
Commodity Stabilization Service. 

Mr. MarsHauu. That includes the hiring of the personnel to work 
within the county office? 

Mr. ManwarinG. That includes, Mr. Marshall, the selection of the 
county office manager. The county office manager is given responsi- 
bility for selecting other personnel and, naturally, if he is working 
with the county committee will discuss that with them. 


RESPONSIBILITY FOR BIN INSPECTION 


Mr. MarsHa.u. As a matter of checking bins going out of condition 
ina county, whose responsibility is that? 

Mr. ManwarinG. That is the responsibility of the county office 
manager and the personnel working under him. 

Mr. MarsnHatu. In other words, the county committee has the 
responsibility of selecting an office manager and after that selection 
is made it becomes the responsibility of the office manager to employ 
the people to inspect the bins? 

Mr. MANWARING. Yes, sir. 

Mr. MarsHatu. That is somewhat of a change from the authorities 
that existed in my State 2 years ago; is it not? 

Mr. ManwarinG. Yes; it is a change in your State, Mr. Marshall. 
Two years ago, or a little beyond that, in most counties the county 
committeemen worked full time. They selected the employees. 
They directed the employees. They did the administrative work. 
That is a change in your area, in your State, and in most of the States 
of what was known as the Midwest area. It is not a change for most 
of the other States of the country. They were operating that way 
before. 

SELECTION OF STATE COMMITTEE MEMBERS 


Mr. MarsHa.u. Of course, we assume because certain conditions 
and situations exist in our State that similar situations exist in other 
States. It was the policy in the past to select members of the State 
committee who formerly had experience in a county office. That 
policy has also been changed; has it not? 

Mr. Manwarina. Not necessarily, Mr. Marshall. In the past we 
looked for people who had county office experience. We looked for 





Se ser, 


TELS Tee hwztt & 


1282 






















people who had experience in farm programs and in agriculture. jj, 
are still looking for the same kind of people. We are trying to fin, 
the best we can find. There have been selections outside of thoy 
who have county and community committee experience, that is try 

Mr. Marsuatt.-In a State like Minnesota where county comnit 
tees have had in the past a considerable responsibility in the carrying 
out of the administrative procedures in connection with all of thd 
various programs, in all of that group was it not possible to fin 
one that had that experience to serve on the State committee? 

Mr. Manwarina. I certainly wouldn’t say that you couldn’t find 
one who would be qualified and eligible to serve on a State committee, 
We did have one who had served in that: manner before, and half 7}, 
served as a State committeeman before. ak 

Undoubtedly, Mr. Marshall, there are many of those who ar mld 
county committeemen or have been coun ty committeemen who would 
make good State committeemen. It is impossible to select all of 
them. We took the ones that we thought best for that job. 
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ROLE AND QUALIFICATIONS OF A FARMER FIELDMAN a 1 

Mr. Marsnaut. I think you mentioned that a connecting link tom’ 
the county and State men was a farmer fieldman? effect 
Mr. Manwarina. Yes, sir. that 

Mr. MarsHauu. Who carries out the administrative policies from fm! 

the State committee to the county committee? ther 

Mr. Manwarina. Yes, sir; that is correct. ae 

Mr. MarsHauu. What are the qualifications for a farmer fieldman Aft 

presently? ere 


Mr. Manwarinea. The qualifications for a farmer fieldman are that 
about the same as they always have been, Mr. Marshall. He must se 
have a fair knowledge of agriculture. He must have some knowledge OW 
of programs or the ability to attain that knowledge. He must have 
some experience in agricultural leadership. It is not necessary that #ye” 
he be a county committeeman, have been a county committeeman the | 
or community committeeman. We haven’t changed the instructions 
with respect to that in the last few years. - 1 

Mr. Marsnauu. The operations of a county office, as has been i??? 
brought out here before, have been complex in nature. How could a 
you find a person who would have the qualifications of carrying on i 
that work who has not had some experience along some of those lines’ we 
There is no other group in the Department of Agriculture that | "° 
know of that has the problems that come up in the operation of 1 @ - 
county office, in the overall. st 

Mr. Manwarine. Are you referring to the farmer fieldmen now? ‘‘? 

Mr. Marsnauy. The farmer fieldmen. = 

Mr. Manwarine. It is preferable if he has had experience for the " 
programs. The farmer fieldmen, as before, are selected by the State @ 
committees, since they are the representatives of the State committee fj“ 
to the counties. They have always been on schedule A and have yea 


bes 

been selected by the State committee itself. 
oi 

ROTATION OF COMMITTEEMEN all 


Mr. MarsHatu. As these committeemen are elected annually by do 
farmers within the county, there was an attempt made, I believe, by 





1283 


e Department to write regulations that would have prevented a 
punty committeeman from succeeding himself, which was changed. 
he Congress wrote into law a provision which prevented that. 

Mr. ManwarineG. That is right. 

Mr. MarsHALL. That incident took place just about the time of 
lections, which I think was unfortunate. 

Mr. Manwarina. Elections of? 

Mr. MarsHatu. Of the county committeemen. I think that was 
ery unfortunate since it created a considerable amount of misunder- 
tanding. Your regulations had been sent out. There was a period 
n which the regulations didn’t catch up with the election procedure. 

The reason I am asking this particular question is, has the Depart- 
ment determined, as the law stated, that a county committeeman 
ould not succeed himself, but no interpretation was made by the 
Department concerning community committeemen. What was the 
eason for that? 

Mr. Manwarina. Mr. Marshall, when we sent out regulations 
providing that community committeemen and county committeemen 
who had served 3 successive years could not succeed themselves, we 
had in mind that we would by that means get a rotation system in 
efect in county and community committees. We hoped that by 
that method we would get into county committees the very best 
farmers and the very best brains you had in the county to give us 
their services for a limited period of time, whatever time they could 
spend, and they would go ahead with their farming operations. 

After a year’s time out they could come back on the committee and 
serve again, if they felt as though they had the time to do that. In 
that way, we felt we would not take them away from their farming, 
operation. We would get their best thoughts and release them so it 
wouldn’t be too great a burden on them. 

When the change was made by the Congress, the Congress specified 
county committeemen. In considering it, we assumed that they did 
not intend to cover community committeemen. We felt as though 
that situation which existed before still existed, and therefore left it 
asitwas. I think we will grant that it is less important to have that 

applied to community committeemen than it is to county, but still 
important since the chairman of the committee is a delegate to the 
convention, as regulations are now written. We have given some 
thought to that since, Mr. Marshall, as to the possibility of changing 
that back. 

Mr. MarsHatut. Do I understand, then, Mr. Manwaring, from 
your statement that it was the feeling of the Department that these 
experienced community and county committeemen should not*be 
ae that you needed other people to serve rather than have 
them? 

Mr. Manwarine. We had provided for a continuity of experience 
and service. But we felt that if you ask a full-time farmer to spend 3 
years on a county committee, and he did spend it and gave you the 
best he had during those 3 years, it was only fair to give him a chance 
to go off the committee and give someone else a chance to come on and 
give you the benefit of his experience also. We were not feeling at 
all that a man who had spent 3 years or 4 years or 10 years had not 
done a good job, and that he was getting his just deserts by throwing 
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him off the committee. We were saying that we felt as though 
rotation of those committeemen, a chance to get new thought, ney 
blood, new experience into it would be good. Maybe we were wrong 

Mr. MarsHauu. You feel that you and the Department would be, 
better judge of that than his neighbors, who have lived with him ané 
whom he has served as a community and county committeeman? 

Mr. Manwarina. No, sir. 

Mr. Marsnauu. I might say to you that what this has brough 
about in my particular State is a great deal of confusion. There has 
been a feeling in the changeover that county and community men ar 
relieved of some of the responsibility that they formerly had. I think 
this has been brought out today in the comments that have been made 
today. 

With a relieving of that responsibility, and bringing new people into 
a program which is as complex as the Agricultural Stabilization com. 
mittee system is, you have brought into it a considerable amount of 
uncertainty. 

TRAINING OF COMMITTEEMEN 


What have you been doing to give these new community committee- 
men a training in the program that they are expected to pass upon as 
far as policy is concerned, and the program that they are expected to 
explain to their neighbors? What have you done about that? 

Mr. Manwarina. Mr. Marshall, the things that we talked about 
prior to our getting into a discussion of the committee system happened 
before these changes took place, the audit report which Mr. Whitten 
read. Many of the things that were found by the investigators were 
occurring prior to the change in the committee responsibility. It 
was an attempt to strenthen the organization in the details of operation, 
not in the determination of policy where farmers can.do the very best 
job, but in carrying out the details of a complex operation where 
farmers may or may not be trained. We were trying to strengthen 
that by making this change and requiring the county committee to 
select a well-qualified county office manager. 

The same provisions for training exist at the State level and at 
the county level as existed before. Those county committeemen and 
State committeemen may bring community committeemen in and 
train them in the discharge of their duties. They may also hire those 
community committeemen who show the most adeptness at the work, 
to do some of the things that they were doing in inspecting bins, and 
checking with farmers on their performance, and things of that kind. 

We have recently put into operation, and it has not exerted its full 
influence yet, a system of training, which we hope we can get down to 
the county office managers, to the employees, to the community com- 
mitteemen which will make them better employees, a system which 
has been accepted in industry and which we think will be of value to 
these people who are doing the job for us. 

Our whole idea in this was to try and accomplish exactly what we 
were talking about a few minutes ago, a strengthening of the system 
so that we wouldn’t have to throw away the entire committee system 
in order to get at the problem that we have been talking about. That 
is what we may be faced with if we pursue the idea of taking it out of 
the hands of the committeemen and putting it in the hands of civil- 
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vice employees, hired employees, who will be outside the influence 
{the county committeemen. 

I don’t know how far we want to go with that. What we are trying 
do is make this committee system that was set up by law serve the 
ay it ought to serve, and do the things it ought to do. I don’t know 
hether we will accomplish that or not. 

\r. VursELL. May I ask a question at that point, Mr. Chairman? 
bout what do these committeemen receive in ¢ ompensation? 

\ir. MANWARING. The average for the country is about $8.50 a day. 
am speaking of the community committeemen, Mr. Vursell. 


FARMERS AS COMMITTEEMEN FOR POLICY DETERMINATION 


Mr. Vursevu. As I understand it, you hold that this ought to be 

fept within the confines of the county committeemen and county 
manager and the organization and has no place at the present time in 
ivil service, that there would be better response and better activity if 
ley are kept in that sort of position? 

Mr. MANwARING. I didn’t say that, Mr. Vursell. I said that we 
vere trying hard to make the system that has been set up work for 
armers and make this program work through that system. It is 
possible that another system would be better, | don’t know. We have 
en trying hard to make that other work. I do say that I think in 
the matter of making policy determinations farmers are better qualified 
to do that than paid personnel, whenever you can leave that policy 
determination to them. 

Mr. Vursewu. I think you are right on that. That is all, Mr. Chair- 
man. 

BIN INSPECTION 


Mr. MarsHauu. Mr. Manwaring, going back a moment as to what 
we were talking about, the office manager hires a person to inspect 
the bins. Is that on a full-time basis? 

Mr. MAnwarina. It may be on a full-time basis or a part-time 
basis depending on the workload in the county. Sometimes in the 
county the workload is not sufficient to hire them on a full-time basis. 
In some States where they have a limited workload and a limited 
number of counties where there are bin sites, they have hired a bin 
crew which moves from county to county to inspect bins and bin 
sites, and works under the direction of the county committee of the 
county in which it is operating, but it is not hired and does not work 
exclusively in one county. They are not all full-time. 

Mr. Marsuauy. Under the present system, the county committee- 

nan has, rightly or wrongly, gotten the impression that he doesn’t have 
the responsibility for supervising that grain to the extent that he did 
formerly, It is now under the control of this employee hired by the 
office manager. That is an administrative problem that I appreciate 
vou have, but that leads me to another thought along that line. 
In the past, from the experience you have had, and you have had 
— ‘able experience with county committeemen and their inspe c- 
tion of the bins, they have actually done a good job; have they not? 

Mr. Manwarinc. Mr. Marshall, in my opinion, they have. How- 
ever, some of the records that we have heard read today lead me to 
wonder if I missed something somewhere. 
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LOSSES THROUGH NEGLIGENCE OF PERSONNEL hang 


they I 


Mr. Marsuaut. There have been a number of times in the handliy Mr 


of corn, wheat and grains, where loss of grain is reported. An | 


im . 
pression is created that we have terrific losses. What proportion , a 
the loss that we have had can be attributed to negligence on th + cal 
part of county committees and what percentage of that can be a ae 
oe to the negligence of people in State and even the nationjim’ (Tl 
office? 


tep 
office. 
tion \s 
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Mr. Manwarina. Mr. Marshall, I don’t think we can sort that out 
I would say that in sending a man out to spot check, to see hoy 
these bins were being handled and how much loss there was in then 
we found some places where they were not doing the best job or th 
kind of job we had asked them to do. But, by and large, considering — 
the volume of business they have handled, and considering thay ‘x! 
opportunity for fraud and theft, if they wanted to do it, and fm ”” 
actual loss because of spoilage, I think the records of the persons wh 
have worked in it would be envied by any commercial organization 


DEFECTIVE BINS NOT FAULT OF COUNTY COMMITTEE 


Mr. MarsHauu. We were commenting a moment ago about the 
purchase of these bins. I believe they were wooden bins that had 
been purchased, the specifications for those wooden bins drawn w 
here and passed on by the Grain Branch? 

Mr. MANwaRINaG. Yes, sir. 

Mr. MarsHauu. There was brought before this committee this 
afternoon an indication where the calking compound that was used 
in a bin was not the proper compound which was furnished to the 
county committees, that they didn’t purchase that. You have had 
instances called to your attention where bins were of faulty construe- 
tion, steel bins. Those things were certainly not the fault of the 
county committee. Those things were all things that the county 
committee had loaded onto its shoulders as an additional problem 
that the county committeemen had to deal with. Those are the things | 
that contributed somewhat to the loss that took place. It is hardly 
fair for us to judge the county committee system by some of those 
things, and say that it is the fault of the county committee sysiem. 

Actually, it has been a revelation to me that, with some of these p 
handicaps, they have been able to do as splendid a job as they have. ~ 








TURNOVER OF PERSONNEL IN MISSOURI 


We have had considerable reports, I have personally, from some 
people who have been concerned about the number of people that : 
have been changed either through a failure to win an election, resigna-  “ 
tion or because they have been removed. I would appreciate it i! 
you would place in the record for the State of Missouri the number 
of county office positions, the number of State office positions, and 
the number of community committeemen that have been removed 
by the Department, that have resigned, and any that have been 1 
replaced for any purpose whatsoever. That may be indicated not 
by name but by position. : 

Mr. Manwarina. Mr. Marshall, do you want us to include in the 
community committeemen those who were replaced because of the 
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rhange in elections? We don’t know that for sure, you see, because 
hey may have been replaced, anyway. 

Mr. MarsHauu. We would like your estimate. 

Mr. MANwarine. We will try to give it. 

Mr. MarsHALu. We would like your estimate. We appreciate that 
it can only be an estimate. We want definitely those that were 
removed by you for cause, not by name but by position. 

(The information is as follows:) 


teport of nontemporary full-time positions vacated in the Missouri ASC State 
ofice during the period January 1, 1953, to February 15, 1955. This reconstruc- 
tion is as accurate as the records of this office will allow. 

(1) Positions vacated by employed removed for cause: None. 

2) Positions vacated by resignation or death: 


ee Position Title Grade 


| 
| 
=" | 
_..| Administrative officer SF ahh sansa bie ieaetae Chairman, State com- | GS-13. 
mittee. 
Hee: Me ttes died <. tsi a ‘ Z x. Member, State com- | GS-12. 


mittee. 


= 
| 
| 
| 


Program specialist_-_ _---- ; , GS-9. 
| Administrative assistant - - bata «eigared _....| Farmer fieldman GS-9. 
ee ee Be ; : GS-9. 
| Clerk-stenographer _-____- Gs 
_.| Secretary-stenographer __ | GS 
| Clerk, marketing quota Gs 
| Clerk-stenographer _| GS 
Spreneeper................ act gticenata ake : ; | GS 
Clerk-stenographer-_--._..._.---- . apse bak ok ..| GS- 
eed oo ‘ Gs 


GAN Nwoaane 


a 
e 


(3) Positions vacated by termination: 

















used we” Oe ee es : ee eee 
O the - 
Number of ve nm ie 
» had positions Position Title Grade 
‘truc- “ “i <a 
f the l.......-.---] Administrative officer ....-----..| Member, State GS-12. 
; com mittee. 
unty oe PER As ; ; ehhh . Se aca 
blem at : Te 
hings (4) Positions vacated by any other method (includes reduction-in-force, 
rm i reassignments to different lines of work, demotions and transfers to other Govern- 
hi J ment agencies or to other Commodity Stabilization Service or ASC offices): 
108e 
tem 
: Number of | , = 
hese positions Position Grade 
ave. Wa 
=a) ee WI IEIRGNUO GEON sno. Scag cas ccasthessccacedcces GS-12. 
| Administrative assistant Gs 
Gs- 
GS-5. 
Dives | shite indeeeal GS-9. 
ome ae . oe 
that Note.—ASC State committee positions listed even though they are limited to 1 year and the incumbents 
na- serve on a w. a. e. basis. ; 
it if i 
ber MISSOURI COUNTY COMMITTEES FOR THE PERIOD JANUARY 1, 1953, TO FEBRUARY 28, 
‘ 1955 


1 


and 

ved I. County committees: 93 resignations, 251 changed by election, 16 removed for 

een cause, 2 died, 3 elections voided, 2 refused to serve, 1 moved to another location, 
1 ineligible. 

not II. Office managers: 26 resigned, 2 removed for cause, 2 transferred to State 
office, 1 quit, 1 transferred to another office manager position. 


the NotE.—T wo county committeemen are now under suspension. 


the 
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MEETING OF MINNESOTA COUNTY COMMITTEEMEN 


Mr. Manwarinc. May I make one comment on something tha 
we talked about a little while back in your conversation? 

With respect to the understanding of county committeemen of oy 
present system of operation, we did have a meeting last month jy 
your State of all county committeemen. The county office managers 
were not there. We discussed quite freely these things that haye 
been done, these changes that have been made. We had a question. 
and-answer period. I believe that they understood more completely 
after it was over what we expected than they did before. I think 
they understand their responsibilities a little better. I may be wrong 
about that. I hope they do. They understood that we were not 
taking away from them responsibility for administration of the pro- 
gram, but were giving them the responsibility of selecting this man- 
ager and holding him responsible as a board of directors for his actions 
and the actions of his personnel. Everyone was not satisfied. At 
least, I think they were better informed than before and _ better 
satisfied. 

Mr. Marsnatu. At this point I would like to say that I am per- 
sonally pleased that you gave these county and community committee- 
men the opportunity of hearing Department of Agriculture’s Secretary 
Ezra Benson. Several years ago these people were given the privilege 
of hearing a Department of Agriculture Secretary. There was a lot 
said about it. I think it is a very fine thing for these people to have 
the opportunity of talking and meeting with their top officials. | 
think it means much better administration. 


DISPOSAL OF 1948-49 CORN 


r“Now, Mr. Berger, I was following with interest a comment that 


you made about corn. I believe you stated that you had disposed of 
the 1948-49 corn. 

Mr. Bercer. That is correct. 

Mr. Marsnatu. And that a goodly percentage of this corn that 
you had disposed of was graded No. 2? 

Mr. Brercer. There was a very large percentage. I can’t tell you 
just what. It was surprising to see the condition of the corn that 
came out of the bins. 

Mr. Marsuatu. That corn grading No. 2 is pretty good corn? 

Mr. Bercer. I considered it pretty good corn. 

Mr. Marsuauu. You sold that corn for how much? 

Mr. Bercer. We sold it at either the market or not more than 20 
cents below the legal minimum selling price. Wasn’t that the way 
we put out those instructions? 

Mr. Ricnarps. We started out selling at 20 cents under the loan 
rate. Later on it developed that it didn’t move very well, at least it 
wasn’t successful in moving any great volume, and later we sold it at 
the market. 

Mr. MarsHauty. You have a formula set up for disposing of this 
corn? Is that the way you handle it? 

Mr. Beraer. It is all disposed of now. 

Mr. MarsHaut. What does the law provide in the disposing of 
commodities? 

Mr. Ricwarps. The law provides—I think it is section 407 of the 
Agricultural Adjustment Act of 1949—that we can’t sell storable 
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commodities at less than 105 percent of the support rate, plus carrying 
charges, unless we determine that they either are in danger of going 
out of condition or have gone out of condition. 

Mr. MarsHaty. What ‘did you sell this corn for? 

Mr. Ricnarps. We sold it for less than formula price. We sold it 
at the market. We did feel it was going out of condition and that its 
age was such that it did threaten to go out of condition. Part of it 
hadn’t actually gone out of condition. 

Mr. MarsHatu. No. 2 corn, in my book, is excellent corn. By 
what stretch of the imagination can you determine that No. 2 corn, 
corn that will grade No. 2, is going out of condition? 

Mr. Hucues. I think I could help to answer that question. I am 
not a livestock feeder; I am a cattle feeder. I have had experience 
in feeding the old corn. Although it grades No. 2, as a livestock 
breeder I would never buy the old corn to feed good cattle, because, 
at least after the first year, half of the vitamin A content is gone. 

We have had some very disastrous results with that. 

Mr. MarsHa.u. That can be a matter of opinion, can it not? 

Mr. Huaues. That is a fact. 

Mr. Marswatu. That is what I am interested in. That was from 
your observation. What do you have as a matter of reports from 
our research people that would indicate that that was a matter of 
fact? I have heard of turkey growers and chicken growers who were 
running all over the country to get: the older corn. 

Mr. Hucues. That is right. Properly fortified with the other vita- 
mins, it can go into the feeding plant, where they have the facilities 
to properly restore the vitamin content of the corn, and get good 
results. 

Mr. MarsHa.u. Do you have a report from the experiment station 
or research people to confirm what you have said? 

Mr. Hucues. We have had reports. I believe about half of the 
vitamin A content had disappeared. 

Mr. Bercer. It loses its vitality quite rapidly the first and second 
year and then a little more slowly. 

Mr. MarsHauu. Mr. Berger, I am not going to argue that point 
with you. I think that again can be a matter of opinion. I would 
like an opinion from your Solicitor concerning the legal authority you 
= to dispose of this corn. Your Solicitor isn’t here tod: ay. | 
believe we should have a statement from him in the record concerning 
this. 

Mr. Ricuarps. Mr. Marshall, may I say that was a matter of 
administrative judgment; that this corn was some 6 and 7 years old. 
We felt that with that age, if it hadn’t gone out of condition it was 
threatening to go out of condition. 

Mr. MARSHALL. a Richards, I am leaving this completely open 
for you. If you can put in the record something that will sub- 
stantiate what you are saying to me, if you can put in the record 
that the Solicitor of the Department of Agriculture ruled that you 
are within your legal authority, the record is wide open for you to do 
that. I think as far as we are concerned, it is a point that ought to 
be completely cleared up. 

Mr. Ricnarps. We do have a solicitor’s opinion. But, again, 
it was a matter of judgment of the administrative people involved 
that this corn either w as going out of condition or threatening to go 
out of condition. That is what the opinion was based on. 
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Mr. Horan. May I inquire at this point, Mr. Chairman? Tha; 
was probably under 416 of the act of 1949? 

Mr. Ricwarps. 407, I think. 

Mr. Horan. You have authority to make donations to preven 
waste under 416 of the act of 1949. I just wondered if that is what 
you employed here. You could have given it away. 

Mr. Ricuarps. We didn’t make donations. We sold it at the 
market price. 

— Horan. That is all, Mr. Chairman. I just wondered about 
that. 


(Norr.—A further statement by the Department follows:) 


SALE oF 1948- anp 1949-Cror Corn 


The length of time that corn may be stored without deterioration depends 
upon a number of factors. Prior to 1939 when CCC first acquired a substantial 
quantity of corn it was generally believed that corn could not be safely stored for 
long periods. CCC has been studying corn storage since that time. Experi- 
ments conducted by the Iowa Agricultural Experiment Station in 1941 and 1942 
indicate that corn stored up to 4 years in a dry condition and fed with usual 
supplements had not lost value as a livestock feed. The decrease in germination 
percentage was very slight except in the upper layers of corn and in corn having 
a high moisture content. Increases in fat acidity in general were found to be in 
line with decreases in germination. It was found that the moisture content of 
corn varied considerably in the various parts of the bins. Officials of CCC have 
followed closely the results of various research projects which have had as their 
object the determination of the best conditions for the storage of corn and the 
rate of deterioration while in storage. 

Corn held in storage for considerable lengths of time often acquires a storage 
odor which causes the corn to grade musty. This odor in many cases disappears 
if the corn is handled so that air passes through it. Most of CCC’s corn stocks 
are stored in CCC bins supervised by the State and county ASC committees, 
who closely observe its condition. 

CCC acquired only a very small quantity of 1950-crop corn but did acquire 
substantial stocks of 1951l-crop corn. Because of the 1948- and 1949-crop corn 
owned by CCC has been stored 6 and 5 years, respectively, it appeared that it was 
in danger of deterioration and that it should be disposed of before a substantial 
part of it went out of condition or, because of its known age, it would be sub- 
stantially discounted in the market, and also because warehousemen were reluctant 
to store the corn and assume liability for its condition. Older corn, which is 
usually low in moisture content, cracks up in handling, and even though this 
does not decrease its food value, it has an effect upon its market value. 

With all of the facts considered it appeared that with respect to the 1948-49 
corn there was “a danger of loss or waste through deterioration or spoilage” 
within the meaning of the Agricultural Act of 1949 and accordingly we could sell 
this corn without restriction as to sales price. This does not mean that we did 
not give consideration to the effect of our actions on the market. The truth was 
we constantly reviewed the effect of our sales on the market price of corn during 
the entire time the program was in effect. Export markets were considered even 
though the United Btates has never been a very large exporter of corn, Corn in 
unlimited quantities was offered for export at what was considered to be the 
world price for corn during the entire period in which the 1948-49 corn was dis- 
posed of, but only limited quantities were sold for export. 

Before the proposed program was approved it was brought to the attention of 
the chairman of both the Senate and House Agricultural Committees, who had no 
objection to it provided the price of domestic corn was not depressed. The corn 
was in fact sold without any significant drop in the market price for corn. The 
program was considered and approved by the Board of Directors of CCC and the 
Solicitor of the Department before it was put into operation. Copies of the 
resolution of the Board of Directors of CCC, and the accompanying opinion of 
the Solicitor with respect to this matter follow: 


RESOLUTION OF THE BoarRp or Directors, COMMODITY CREDIT CORPORATION 


Wheregs it is repoted to the Board by the Grain Division, Commodity Stabi- 
lization Service, and the Executive Vice President, CCC, that certain grain now 
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stored by CCC is going out of condition or in danger of going out of condition and 

Whereas the great volume of CCC-owned grain presently in storage makes it 
necessary that Commodity Credit Corporation be in a position to protect itself 
from greater losses by prompt disposal of such grain and 

Whereas it is consistent with the policy of the Congress and of the Department 
of Agriculture to utilize in the operation of the CCC programs the usual and 
customary channels, facilities, and arrangements of private trade to the maximum 
extent practicable, disposal of stocks of grain owned by the Commodity Credit 
Corporation dete: mined to be out of condition or in danger of going out of condi- 
tion, will be effected under this policy and 

Whereas this policy will have regard for the necessity of obtaining the highest 
possible value of the grain, the prevention of excessive sales that would prejudice 
the sales of free grain in the cash market or impair the effectiveness of price 
support operations, and the desirability of disposal of the grain into commercial 
channels of trade at the primary assembly points, it is 

Resolved, That 

1. In the case of out-of-condition corn in CCC bins sales will be made (1) “as 
is’ at the higher of (a) a formula price determined on the basis of the closing 
cash price for No. 2 yellow corn at the appropriate terminal market or (6) the 
local market price for No. 2 yellow corn or (2) at the higher of the foregoing 
prices adjusted on the basis of official grade, at the buyer’s option. If necessary 
to move the corn, discounts for age not reflected in current terminal or local 
market prices may be allowed. 

2. Sales to warehousemen who have been approved under the uniform grain 
storage agreement or the agreement for handling of grain through country ele- 
vators and whose plants are located in or adjacent to the county in which the 
corn is stored, will be allowed country elevator handling charges not to exceed 
the applicable uniform grain storage agreement rate. In unusual cases this 
allowance may be made to elevators who have not been approved under one of 
the foregoing agreements, where recommended by the county committee and 
approval of the State committee is obtained. 

3. A comparable sales policy may be established by the Executive Vice Presi- 
dent in connection with disposal of other out-of-condition grains or grains in 
danger of going out of condition. 

Approved by CCC Board of Directors at meeting held on June 24, 1954. 

LIoNEL C. How, 
Secretary, Commodity Credit Corporation. 
J. A. McConneELt, 
Executive Vice President, Commodity Credit Corporation. 


Approved: June 25, 1954. 
TruE D. Morse, 


Acting Secretary of Agriculture. 


Unitep States DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SOLICITOR, 
Washington 25, D. C., June 23, 1954. 
To: Board of Directors, Commodity Credit Corporation. 


From: Solicitor. 
Subject: Resolution concerning disposal of out-of-condition CCC grain. 


The attached form of resolution setting out the policy of CCC as regards the 
sale of out-of-condition grain and grain which is in danger of going out of condition 
has been examined by this office and found to be free from legal objection. 

R. L. FARRINGTON. 


GAINS AND LOSSES BY COMMODITIES 


Mr. Marsuauu. Mr. Wheeler, we asked you for information con- 
cerning the losses by Commodity Credit, and Mr. Whitten also re- 
quested you to furnish some information, which you were to supply 
later. Is that information available? 

Mr. WHeeEter. Yes. We have prepared that, and I will submit it 


right now for the record. 
Mr. MarsHauu. That will be entered in the record at this point. 


(The material referred to is as follows:) 
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Mr. Marsuauu. Mr. McConnell, when you were here we asked yo, 
for some information concerning the savings as to putting this drig 
milk into livestock feed. Can you give us a report on that? 


EFFECTS OF DRIED MILK SALES PROGRAM 


Mr. Brrcer. I have here a complete report on dried milk salg 
program, including copies of the procedures, the amounts that yw 
have sold, and how it was distributed. I didn’t know that you haj 
made a specific request. Maybe this does not cover what you had jy 
mind. What was the question that you had in mind, Mr. Marshal) 

Mr. Marsnatu. Mr. Berger, briefly, the thing that we were request 
ing at the time was that infested milk was sold in April at approx. 
mately 7 cents a pound. Then a shortage in protein feed developed 
and the market of feed prices rose, and it was determined as a matte 
of policy that it would be a good place to dispose of some dried mil, 
which was sold to go into this livestock feed at 3% cents a pound. 

Mr. Bereer. That is correct. 

Mr. Marsnatut. After this was turned into feed, the price of feeds 
containing proteins continued to rise, did it not? 

Mr. Bercer. That is what I wondered about, whether you wanted 
specific information as to what other markets did 

Mr. Marsua.t. Specifically, what I am interested in is if any of 
this saving was passed on to the purchaser of feed. I have not been 
able to find where there was any saving passed on to the purchaser 
of the feed. It was also brought out by people that made inquiry 
into the operations of the Department of Agriculture that they were 
unable to find where any saving had been passed on to the person 
who consumed this feed, although it was generally agreed that the 
milk was turned into feed at a considerable saving to whoever made 
the feed. 

Mr. Bercer. I think your statement covers several questions 
No. 1, it was not necessarily milk feeds. It was the protein feeds 
that were in short supply when we went into the dry-feed program. 
Soybean meal was selling between $85 and $90 a ton. Before the 
program really got into effect it got up as high as $105 or $110 a ton 
f. o. b. Decatur. The savings that were given to the livestock and 
poultry feeders of the Nation was the big saving that was made i 
the protein prices that had to be used in making livestock and poultry 
feeds in the Nation, because the dried skim milk was sold on a proteit- 
unit basis as compared to soybean meal. Soybean meal adjusted 
itself to between $75 and $85 for all of the poultry and livestock 
feeders while this milk program was going on. 

If a farmer or feeder himself in this program was able to actually 
buy this dried skim milk, if he was going to make it into feed and feed 
it up within the time limit that we had set in the program, which was 
November 1 

Mr. MarsHaty. What was the smallest quantity he could buy? 

Mr. Brercer. Any 4 farmers could go together and buy a 20-ton 
car, as long as the 4 could pool together for that car. 

Mr. MarsHaAtui. How many cars were sold under this program? 

Mr. Bercer. I haven’t figured it out in cars, but there were 57 
million pounds of dried skim milk sold in the program. 

We did have, Mr. Congressman, some infested milk even after 
this program was put into effect which we sold at a much highe 
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price, at 8% cents. That was a limited supply that we had. It was 
sold for unrestricted use. They could use it in calf meals, for instance, 
at a much higher percentage within the feed than what we allowed 
them to use, generally speaking, on this program. 

Mr. MarsHA.u. I am reading from a report that was made to this 
committee: 

In virtually every instance poultry feeds have risen in cost to the farmer since 
milk solids were put in the feeds, showing that the farmer received no benefit 
whatever from the low price set on dried milk solids. 

Mr. Brereer. I could get the facts on that one for you to show you 
that that wasn’t what happened, because the poultry feed prices ac- 
tually adjusted themselves, and would have gone sky high if it hadn’t 
been for the fact that the proteins in the feeds were much reduced 
because of the dried skim milk program. I would have to gather some 
actual figures from feed manufacturers to show what their retail or 
wholesale prices were during that period. 

Mr. MarsHauu. I would be interested if you could show me some 
specific examples where a farmer received feed at a lower cost because 
of the fact that this dried milk was turned into livestock feed. 

Mr. VursExLu. Can I ask a question at that point? What livestock 
is fed this dried milk? 

Mr. Brercrr. There was no restriction as to what type of livestock 
feed they could use it in. There was a restriction as to the total 
amount they could use in percent. They could not use more than 7% 
percent dried skim milk in any particular feed they were making. In 
case of calf meals, they used larger quantities of dried skim milk. 
That is the unrestricted use that we sold some of the infested milk for, 
so they could use it in the unrestricted feeds. 

Mr. VursELL. What stock does he feed this to, normally? 

Mr. Brercer. Poultry feeds and swine feeds, primarily. 

Mr. VursE.LL. You have no way of forcing a man that mixes and 
sells feed to the farmer as to a down price, do you? 

Mr. Bercer. Because he bought the milk at the 3\%-cent price, you 
mean? 

Mr. VursELL. Yes. 

Mr. Bercer. I am a great believer that competition forces one man 
to sell his product in competition with another. And when you are 
selling that in quantity, it forces all the manufacturers doing it to 
market down to the full benefit of the 3%-cent price. 

Mr. VursgELu. I hope you are right. I didn’t think you had any 
way of forcing them down unless you had some strings tied to it, 
which I didn’t think you could. 

Mr. Bereer.. There is enough there so everybody could get what 
they needed for this period, that the competitive angle would force 
them all down. In fact, that was why we were so particular and said, 
“On a certain day you have to quit using it.”” We did that so they 
would all be on an equal competitive basis. 

Mr. Vursetu. The reason I asked that question was that when 
eges were low, I have been told by farmers, it cost more, or costs 
more now for poultry food and all sorts of mixed foods than it probably 
has for along time. I wanted to know if the feed men were profiteer- 
ing at the expense of the farmer. I realize there is no way of approach- 
ing that except on the competitive basis, as you have suggested. 

Mr. Bererr. That is right. 
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Mr. McConne.u. Mr. Chairman, this did happen and might help 
some on that. When it was announced that 250,000 or 300,000 tons 
of dried milk would be sold the price of vegetable proteins dropped 
back, as I recall it, and I am speaking from memory, around $20 g 
ton. The farmer that was buying soybeans for dairy feed, cattle 
feed or poultry feed, as near as we can tell, benefited to that extent, 

You see, if you broke the price of one of the feeds that a feed manv.- 
facturer has to buy by $20 a ton, and if 10 percent vegetable proteins 
is being used in a feed mixture, the cost of feed mixture would be 
reduced by $2 per ton, that is a $2 break in the market. I believe 
quotations on mixed feed changed that much. 

Mr. MarsHauyi. Mr. McConnell, you have had a considerable ey- 
perience in handling feed. As you have studied these general feed 
costs, and as you watch the soybean meal and the feed that is used 
to provide the protein supplement to the feed. Your records would 
show that the mixer or the person that used that feed had to pay ay 
increased cost for those particular feeds. We will say, for example, 
that here is a mixer that used the dried milk in his feed, that he gets 
the protein at some less cost than the linseed meal or the cottonseed 
meal or the soybean meal would cost him. If he doesn’t reflect that 
advantage to his customers to whom he sells that feed, he has made 
more profit to himself out of the disposal of that feed, has he not? 

Mr. McConne t. If competition didn’t force the whole market 
down, you are right. 

Mr. MarsHatyi. What you are saying is that if this milk had not 
been disposed of the price of protein supplement would have still been 
higher, would have raised the price of feed to everybody. However, 
the question that I was raising with Mr. Berger was if you have this 
mixer that uses the dried milk as a supplement, that unless he reflects 
that back in the price of feed to his customer, he has gained more 
profit. 

Mr. McConne ut. Yes, that would be true. 

Mr. Marsuaui. What I am trying to find out in this colloquy 
that we are holding is, have some instances where that saving was 
passed back to the consumer been shown. The people who made 
some inquiry here, as you will be shown, did not find any instance of 
that. They couldn’t obviously check every sale. 

Mr. McConne tt. | am sure I can go into general quotations and 
show what happened in the market there at that time. 

Mr. MarsnHauu. That is what we want. We want in addition to 
that the specific instances that you can point out where the dealer 
passed the saving back to his customer. 

Mr. McConne t. I can find some of that. I know concerns that 
will show it in their figures, if that will be satisfactory. 

Mr. Ricuarps. There is one point I think to keep in mind, Mr. 
Marshall, in respect to that comment you raised, and that is, about the 
CCC selling price of insect infected milk. We have a little bit of 
such milk every once in a while that we will sell on a bid basis for feed. 
That is a small quantity, and it will move generally into the outlets 
which normally use dried milk for feed. I am speaking of calf feed 
mixtures and other similar types which will normally use some dried 
milk even at present prices in their feeds. 

This large sales program of 500 million pounds at 3% cents per 
pound provided that the people who bought this milk had to continue 
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their regular use of milk that they were using already in feeds. That 
had to go on just as it was before. Therefore the dried milk, the large 
quantity that was sold at 3% cents, was sold for uses in addition to 
the regular uses for dried milk as a feed. On the other hand, the insect 
infested milk was sold for regular uses such as calf feed. The dried 
milk which sold at $70 a ton or 3% cents per pound was sold for what 
was actually a new use in mixed feeds, to replace protein meals. The 
fixing of the 3% cent price was the best estimate we could make, which 
would make the dried milk competitive with soybean meal and other 
protein meals. We recognize that a small quanity of dried milk can 
be sold at the price for which CCC sold insect infested milk, but a 
large quantity, such as 500 million pounds cannot be sold at such high 
prices. 

Mr. MarsuHa.u. It is your feeling that because the quantity of 
infested milk that was offered was a small quantity it was more in 
demand than offering a larger quantity? 

Mr. Bercer. Because it could be used on an unrestricted basis, 
you see. 

Mr. MarsHauu. You are disposing of these commodities to the best 
advantage that you can, I hope. Why didn’t you offer those on a 
small disposal basis. It would seem as though half the price is a con- 


siderable drop because of the quantity offered. 


Mr. Beraer. The main thing is, did you want to move a volume 
of milk, or did you want to help adjust the price of feeds as a whole, 
or did you just want to sell a little milk. We only sold a few million 
pounds of the high-priced milk. That was in an unrestricted use. 

Mr. MarsHatu. I am asking these questions to determine your 
policy. I am interested in your policy as it affects the operation of 
the Commodity Credit Corporation. That is primarily why I am 
asking these questions. I am trying to find out, to satisfy my own 
mind that you were offering these commodities at the best advantage 
to the taxpayer, who has an interest in these commodities. Will vou 
place a full story on this in the record? 

Mr. Bercer. Yes; we wil] supply that. 

(The information is as follows:) 


Errect oF SaLtE By CCC or Nonrat Dry MILK Souips ror RestrictEeD FEED 
UsE on Prices Parip By FARMERS FOR PROTEIN FEED 


When the program was contemplated in early 1954 CCC had an inventory of 
nearly 600 million pounds of nonfat dry-milk solids for which there was no fore- 


seeable outlet and was purchasing the product at a record rate. Also there was 
a shortage of high-protein meal as a result of the small 1953 soybean crop. 

When the program was announced, it was estimated that the quantity of soy- 
bean cake and meal that would be used for feeding in the 1953-54 crop year would 
be 660,000 tons less than in 1952-53. The prospective supplies of high-protein 
feeds for 1953-54 compared with the quantities used in 1952-53 and 1951-52 
were as follows: 

[1,000 tons] 


1951-52 


Soybean 
Cottonseed... 
Linseed . 
Peanut __. 
Copra 


Total_ 


' As estimated in May 1954. 


5, 640 
2, 650 
520 
99 
221 


9, 130 
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Soybean meal prices rose to about $105 per ton in April 1954 and there were some 
estimates in the feed trade that such prices might reach $120 aton. They declined 
to below $80 in late May, after the provisions of the program to sell nonfat dry. 
milk solids for use in mixed animal and poultry feeds became well known. This 
additional quantity of protein in the dry milk was offered for sale for a rather short 
period of time. By offering to sell dry milk to all feed millers there was brought 
into play a more competitive situation among feed mixers and dealers as to the 
price of feed containing dry milk. Soybean meal prices then recovered somewhat 
and stabilized at around $90 per ton until the prices began to decline in late 
August in anticipation of the new soybean crop. Changes in the price of soybeay 
meal during the period of the program are indicated by the chart on the following 


e. 

ee total of 286,000 tons (573 million pounds) of nonfat dry-milk solids was sold 
for feed under the program. The addition of this quantity of dry milk to the high 
protein feed supply had an important effect on prices of high protein feed supple. 
ments, in the face of the shortage. The sales program on dry milk contained no 
provisions in reference to prices that should be paid for feed containing dry milk 
sold under the program. 

In mid-May 1954 CCC made nonfat dry-milk solids available directly to farmer 
for use in animal and poultry mixed feed by allowing up to 4 purchasers to pool 
the purchase of 1 car for delivery to one destination. Thus farmers could benefit 


COMPARISON OF STORAGE COSTS 


Mr. Marsuatu. I am particularly interested in storage. As com- 
pared with 2 years ago, how does the storage costs per bushel compare 
on wheat, for example or corn? Do you have any figures that would 
show us the per bushel cost? 

Mr. Beacu. I have the figures on the uniform storage grain cost 
as they exist now, but I don’t have the comparable figures for the 
past time. We can insert those in the record. 

Mr. MarsHatu. What I am interested in when we talk about 
storage costs is whether that could be broken down to the emptying 
of these bins, to the filling of these bins, and to the—— 

Mr. Beacu. I misunderstood your question. 

Mr. MarsHA.t. | am interested to know the overall cost, how much 
it would cost to store a bushel of corn or a bushel of wheat as compared 
to 2 years ago. 

Mr. Beacu. There are two different ways of looking at it, and | 
looked at it the other way the first time. One is the rate that we 
pay commercial warehouses. The latter part of your question would 
indicate you are referring to the cost of operating the bins, main- 
taining and operating the CCC-owned bins. I have here figures 
which indicate the cost of operating those bins for the fiscal year 1954 
and for the fiscal year 1955 through December 31. The total cost 
of the grain storage structure program was $31,245,806 for 1954. 
That included the erection of structures, the site preparation, the 
equipment purchased, the maintenance and operation of the sites 
and structures, handling and maintenance of grain, which is the 
larger part of it, and some other costs such as fumigation, and s0 
forth. The comparable figure for the 6-month period ending Decem- 
ber 31, 1955, is $25,964,522. We have had a considerable increase 
in the number of bins since last year. Does that answer your question’ 

Mr. MarsHatu. It does from the total amount. I am interested 
in a comparison of the per bushel cost of storing corn and wheat now 
as compared to what it was 2 years ago. Can you break that down 
to a bushel basis? 
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Mr. Beacu. I don’t have the number of bushels of grain that hay 
gone through the bins. So I can’t give you a per-bushel cost. VW; 
would have to get that information. 

Mr. Marsuatt. I think we ought to have that, Mr. Beach, if yo, 
can get that. 

Mr. Bracu. We can get at least a reasonable estimate of it. 

(The information is as follows:) 

The estimeted cost of storing 9 bushel of grain in a CCC storage facilit) 
including meintenance and operation, depreciation of structures and equipment 
handling, shrinkage of grain, receiving and oneEng out grain is as follows: 





Average Quantity Quantity Ay 
Fiscal year inventory received loaded out | ***' > te a 
(bushels) (bushels) (bushels) | Per Dushe 
ee ee eka Leltee | $21, 360, 599 196, 030, 997 55, 204, 605 | $0. 11 
vnnceshnkachesnsccuaosdmnenen i eile ; 242, 369, 929 818,758 | 39,709,118 | OF 
BN: Stee hia ena cucendencccccces| SCG ae 5, 153,062 | 61, 326, 271 OF 
BR sinc tie eateseuaans naan ereuemie tiene a ie | 295, 702, 831 106, 964, 595 19, 474, 269 0 


It is to be noted that in 1954 the quantity of grain being received and loaded 
out is much greater in relation to the average inventory, than in prior years 
As the average cost of storing a bushel of grain is based on the average inventor 
increased movement of grain in and out of structures increases te average cost. 

Mr. Marsuatu. Do you have the figures that would show the 
cost of filling a bin in Iowa? 

Mr. Bracu. I have the estimated figures that were submitted to 
us by the State offices for their operations in this fiscal year 1955 
Filling the bins, per bushel, in Iowa, was estimated at 3 cents per 
bushel. 

Mr. MarsHauu. How much for the loading out? 

Mr. Bracu. The cost for emptying the storage structures was 
estimated at 2 cents per bushel. 

Mr. MarsHatu. Does that include the loading on car or is there 
an additional cost for that? 

Mr. Bracu. That I can’t answer. 

Mr. Ricuarps. There would be an additional cost, because bin 
sites are mostly off the railroads, as you know. 

Mr. MarsHaty. Can you get me the figure that would show me 
what it was for the State of Iowa? 

Mr. Ricuarps. It would be done by an elevator. 

Mr. MarsHauu. Do you have in your record the total cost on a 
bushel basis for moving this grain in Towa? 

Mr. Bracu. My figures in total are not expressed in terms of the 
cost per bushel. I have the number of bushels to be handled and the 
total cost, which would be easy to figure. You have bushels in 
storage that you are going to keep there all year. You have new 
bushels going in. You have bushels going out. So you really have 
a figure that you can’t add to get a total per bushel. You would have 
to get the figures for the maintenance of bins per bushel of the average 
storage, and then the cost of putting it in and out. 

Mr. Marswauu. What is the cost of filling bins in the State of 
Illinois? 

Mr. Beacu. The cost of filling bins was 4 cents per bushel. 

Mr. MarsHau. The emptying of bins was how much? 
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\Mr. Beacu. The cost was 2 cents a bushel in Illinois. The average 
for the Midwest is 2.5 cents. The average for the country as a 
whole was 2.8 cents. 

Mr. MarsHaLt. Why would it cost a cent more to fill a bin in 
Illinois than it does in lowa? 

Mr. Beacu. A good deal depends on the method of operation and 
the ability of local contract labor to do it. 

Mr. MarsHauu. Of course, we couldn’t arrive at a relationship until 
we arrived at the total cost, because you might have a certain amount 
of charges to be made in one case and in another State it would be 
handled a little bit differently. It would have to be done on the total 
bushelage basis to give us the figure. 

Mr. Beacu. I can give you the number of bushels that we have in 
those States, and the average total cost. 

Mr. MarsHatui. Would you do that? 

Mr. Bracn. Yes. 


(The material referred to is as follows:) 


Comparison of estimated cost of storage of grain in CCC-owned storage structures 
Iowa and Illinois, fiscal year 1954 


Activity lowa Illinois 


Erection of storage structures $3, 160, 436 $805, 
Site preparation _ 297, 192 105, 
Purchase of nonexpendable equipment ‘ 204, 828 10, 
Maintenance and operation of sites and structures 2, 366, 462 1, 168, 
Handling and maintenance of grain 5, 183, 245 3, 177, 5é 
Miscellaneous expenses 657, 280 3, 54: 


Total expenses. __- , 869, 443 5, 269, 
Average number of bushels stored in structures (bushels) 21, 566, 578 46, 134, 2 
Number of bushels loaded into structures (bushels) _- 98, 900, 000 72, 341, 65% 
Number of bushels withdrawn from structures (bushels) 000, 000 25, 688, 178 


Mr. MarsHauyt. We were intrigued by this statement in the in- 
vestigators’ report: 
_ In the case of Kansas budget data reveals an estimated cost of 1 cent per bushel 
for filling bins in 1953 and 1954. Of the work done in 1954, 90 percent was per- 
formed by county crews employed by the committee, with 1 percent performed by 
contractors. It is estimated that 20 percent will be done by contractors in 1955 
and the estimated cost per bushel has risen to 2.1 cents per bushel. With an 
anticipated operation involving 19 million bushels in 1955, this 1.1 cents per 
bushel cost increase will result in a total increase of about 200,000 for this one 
operation in Kansas. 

Do you have any comment to make about that? 
_ Mr. Manwarina. I imagine, Mr. Marshall, that results from chang- 
ing over to a method of handling it through commercial outlets. In 
that we do not have the cost of maintaining equipment, machinery 
and things of that kind, which would not be counted in that 1 cent 
cost, I believe. 


OPERATING COSTS OF COUNTY OFFICES 
Mr. MarsHALL. That one instance shows a doubling of cost in the 


l year. Do you have, Mr. Manwaring, a breakdown of the cost of 
operation of county offices? 
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Mr. Beacu. I have it, sir. 


Mr. MarsHALL. Can we put in the record at this point the cost o/ 
the operation of county offices 2 years ago as compared with this ney 
changeover that you have now at the present time? 


Mr. Bracu. You want the gross expense of running them? 
Mr. MarsHALL. Yes. 


Mr. Bracu. The total, by States? 


Mr. MarsHauu. That is right. Will you supply that to the com. iF 
mittee by States? : 


Mr. Bracu. Yes, sir. 
(The material referred to is as follows:) 
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\ir. MarsHALL. Mr. Horan. 

\Mr. Horan. First of all, these reports are going to be made available 
where they will do the most good after our hearings, are they not? 
thought that was established earlier. 

Mir. McConneE.u. How soon will it be possible for us to get copies 
of this report so we can go to work on it? 

Mr. Horan. It was my understanding they would be available as 
soon as this hearing is over. 

It is an old, trite saying around Congress and in government, ‘It 
is the vastness of the operation.’’ I know the hearings we used to 
have on the War Food Administration during the war, where we 
found a lot of irregularities, there the standard reply was, “It is the 
vastness of the operation that stumped evervbody and created these 
conditions.” 

There obviously is a big job to be done here. I think these investi- 
vations can be, if they are properly documented, with names and 
locations, of tremendous assistance to vou, Mr. McConnell, in taking 
care of this. 

HISTORICAL INVENTORIES OF COMMODITIES IN CCC SUPPORT 
PROGRAM 


| do want for the record the chronicle of your surplus or lack of 
surpluses that the Commodity Credit has experienced from the pfu 
of the organization of the Corporation. I am merely interested i 


units, bushels, bales, or whatever the units are that you compute this 


Ol. 

Mr. McConne tu. Year by yea 

Mr. Horan. Yes, from the ve ry beginning, and any footnotes 
that might be of value to the committee, because obviously we are 
making an effort now to meet this surplus problem, meet it honestly. 
| happen to be one of those who believes in the security of the Ameri- 
can farmer, and I have voted for price supports. 

The information is as follows: ) 
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Mr. Horan. The important thing is to me that the wheatgrowe, 
that I represent are not persuaded by the fact of price supports y 
much as they are by the curbs on their production. I am happy j 
say, and I understand we are going to have a meeting one of they 
days to discuss perbaps a graduated loan scale that would enable , 
to make the most use of these surpluses that we have on hand. 

That came up, I might add, Mr. Chairman, in the discussion 
the use of this infected dried milk, putting it to use where it woul 
do the farmers some good, assuming that it was done right, and a 
far as I can see from where I sit it was, and, of course, a graduated 
loan scale, if one could be put into effect, would be helpful to the 
farmer, help his neighbor, namely, the poultry producer, the dairy 
farmer, and the livestock producer. We can’t do that under the rigi( 
regulations that are written into the law. . 

We find ourselves, I think, rather successfully using other facilitig 
to get rid of commodity credit stocks, all of which are very interesting 
but they do not help our American farmers. I will be frank with you 
and say that there won’t be much security in it for any of us if we 
don’t take care of the American farmer. 

We are trying to accept foreign currencies to get rid of this surplus 
We have famine relief for all the foreign countries. We have barter 
That is not a very pretentious program. It presumably is getting 
rid of some surplus. Then we have donations to prevent waste, 
which, of course, we all appreciate. I don’t keep company with thos 
that want to take all the surplus out in the middle of the Altantic and 
dump it. So that program is all right. That moves a little bit, 
Then we have domestic donations for distress and disaster relief, 
which was put to good use at the time of our Southwest drought 
which carried on for several years. 

I am of the feeling that cooperation between the farmers themselves 
will be useful. There will be a delegation back here soon. I hope to 
be able to go with them when they meet with you on this problem, 
because they are willing to face the facts and to work out a program 
that will cure this thing. It will take time. They realize that. | 
think if we all work together, the farmers, the Commodity Credit, 
and the Congress, and face the facts as they are, I think our hearing 
will be pretty complete as far as an accumulation of the facts are 
concerned, and then we will get someplace. 


PROTECTION FOR INNOCENT PURCHASERS OF HOT WHEAT 


There is one other question that I want to ask. I have a couple of 
technical ones to ask you, Mr. Hughes. So far as these hearings have 
disclosed some inefficiencies, but they don’t disclose the things that 
we had a few years ago when we had illegal diversions. Some of those 
were outright criminal because there were convictions made. However, 
we are still hearing from the reverberations of those illegal diversions. 
because there are people out in my State who have bought some of 
that hot wheat. I wondered what is going on now to relieve someone 
who inadvertently and without prior knowledge did find some of that 
hot wheat in his possession. 
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Mr. RicHarps. There is a bill that the Department 

\ir. Horan. It passed the House. 

Mr. Ricuarps. It passed the House last year. It has been reintro- 
uced in both the House and Senate, and we are favorably reporting 


Mr. Horan. In the case where a man was acting as a fence, of 
jurse we know that he is guilty. But there is just plenty of evidence 
show that this hot wheat was moved in commerce, but it wasn’t 
wmarked, and it couldn’t talk for itself. So people did buy it who 
ere completely innocent. 

Mr. Ricuarpbs. The bill would not excuse the person or firm who 
‘as in collusion with the person or firm converting the grain. 

Mr. Horan. We don’t want that. We have to move this. We 
re going to all of these peculiar methods of getting rid of the surplus 
ow. I am happy to see some that makes sense. We know that if 
can find this wheat going downhill, and that is the reason I want 
o ask you this question, why, we can then declare it distress and we 
an sell it for a lesser amount than the price support on it, which 
ve can’t do unless it is distress. 


MAXIMUM ECONOMIC STORAGE TIME 


What are your studies on the stability of stored grains? What is 
he chemical action there? I am familiar, of course, with perishable 
ipples or pears. I know what happens. They turn from starch to 
ugar and then back to starch again in time, or something that tastes 
an awfully lot like starch, if you ever have eaten one. W hat happens 
in the case of grains? 

Mr. Hugues. I can only speak from my own experience and what 
little research I have seen on the subject. 1 don’t believe anyone 
really knows what happens to the vitamin content, whether it evapo- 
rates or not. It seems to disappear, particularly the vitamin A con- 
tent. I have seen some studies by the feed companies. When I was 
back on the staff of the University of Illinois in the thirties we found 
that some farmers were getting this old corn and were feeding it to 
cattle and having peculiar symptoms. We dug into it and found it 
was a vitamin deterioration. With other grains, I am not familiar 
with what takes place. I believe wheat is more storable than corn. 

Mr. Horan. It seems to me that the question that Mr. Marshall 
has asked to be answered in the record would be of immense value to 
the Commodity Credit at this time when any legitimate and proper 
standard that we can dig up that would indicate the storage life of 
any of vour surpluses would help, that they need to find a home, as 
we say in the perishable field. What is your experience with Food and 
Drug on all these stored commodities? 

Mr. Beraer. As yet a very small percentage of it is showing up as 
being detrimental. 

Mr. Ricnarps. We haven’t reached the period of our grain take- 
over, Mr. Horan. So, I don’t believe we would. 

Mr. McConne.u. Some private trade people may have work done 
on that. There are some estimates around that most wheat in stor- 
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age might run up to 10 percent that would be subject to seizure, jf j 
was all found. 

Mr. Horan. In case of rodent damage, is that still acceptable as , 
stock feed? 

Mr. McConne.. Yes. 

Mr. Horan. We had some interesting discussions at the farm forum 
on what the price level would have to be in order to move some of 


the wheat we have, which I am happy to say the growers themselyeg 


admitted was not milling wheat, that it was just wheat. It coul 
move at a pretty good price to fellows like Harry Beernick, whom yoy 
know so well. t 

Mr. McConne.u. Could I comment on this wheat deal? You will 
be interested in this, Mr. Marshall, because it takes place in your area, 
I don’t know if I can quote the figures. We have had in Commodity 
Credit Corporation inventories certain high protein wheats which 
would lay there day after day and not sell on a comparable basis with 
other high protein wheats in the free market. The answer we get 
from the miller is that the new wheat moving in, although in chemistry 
and grading and everyting it is the same, will be taken always before 
they take the wheat that hes been in storage for some period of time. 
They will admit that almost any of this wheat is millable, but that it 
is arelative term. The fresher the wheat the better the miller likes it. 
Therefore, you come to a question when you come to judging the age 
of this wheat. You have wheat out there, Mr. Horan, 5 or 6 years old. 

Mr. Horan. One of the grain dealers said it was about 5 years. 

Mr. McConne.t. It is beautiful wheat from every test you can 
put on it except milling. That is a question that comes up, when does 
it go out of condition. 

Mr. Horan. Mike Sanford, who is a very capable gentleman from 
Oregon, had that question put to him, and I believe he said that wheat 
should not be stored over 3 years at the outside. That sounds, from 
what I know about it, like a pretty good top figure. 


WHEAT SURPLUS DISPOSAL 


These various emergency programs for the disposing of surplus is 
taking care of that which we are moving out of Commodity Credit 
stocks up to about 40 percent, I think your statement said? 

Mr. McConne .t. Yes. 

Mr. Horan. The other 60 percent you are offering to the trade for 
various dispositions by the trade? 

— McConne Lt. Yes, the figures in my statement were based on 
that. 

Mr. Horan. I think that is encouraging. I am glad to hear that 
the dispositions we are making total about $1,400 million. 

Mr. McConnetu. That figure was about 1 billion that went to the 
trade, and the 400 million went into the various 





Mr. Horan. That would be the figure. Do you expect the wheat 
agreement will increase to 500 million in 1956? 

Mr. McConne tv. It says, “The value of dispositions, including 
the International Wheat Agreement.”’ 
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\Mr. Horan. The figure for this year is 1,300 million, and you 
expect 1956 to see us move 1,800 million worth of commodities, but 
you expect the biggest sales to be in cotton? 


DISPOSAL OF COTTON 


It is not a bad report, in my book. I think you are moving this 
stuff. You say that the biggest increase in sales is expected to be 
cotton, mainly? 

Mr. McConneE... Yes. 

Mr. Horan. And that will be sold outside of Commodity Credit 
stocks? 

Mr. McConnetyu. Yes. We will have a lot of cotton next year 
that we take over this fall. 

Mr. Horan. I share Mr. Whitten’s disturbance on the cotton 
situation. It doesn’t make me happy. I want you to be sure, but 
[ don’t want to wreck the domestic and international market by 
cutting it. How are you going to handle this in offering it to the 
trade? It is available if they want to move it? 

Mr. McConnetu. Yes, they do. The private trade does move all 
our stuff. 

Mr. Horan. It is available if they came to you tomorrow and 
said—— 

Mr. Bercer. May I help you there, Jim, on this cotton? There 
are 3 or 4 million bales of cotton exported every year. That is being 
handled now through the normal marketing channels. We are abiding 
by the recommendations of the industry that we let the farmers 
move the cotton they have under their loans into the world market 
rather than have us take it all into the Commodity Credit Corporation 
and out again. 

Mr. McConne.t. I think the answer you wanted there is that we 
have in our hands, outside of the set-aside, about 700,000 bales. 

CCC cotton is available only for sale for export under Public Law 
480 at 105 percent of the loan rate plus carrying charges. This price 
is higher than the price of the several million bales of cotton under 
loan. Mr. Whitten thinks we aren’t quite aggressive enough in pricing 
our own cotton. I am inclined to agree with him. 

Mr. Horan. That may beso. I get awfully mad at Canada when 
they get a quota to move in some apples and they bring them in and 
dump them on our Christmas market—that is our best market—so 
now we have an agreement, I think we have, that they are supposed 
to move those apples over the orderly marketing period, which 
extends from late September in the year until March, April, and May. 
In that way they don’t wreck our market domestically by moving in 
these Canadian apples. There is a danger. I am sure my colleague 
from Mississippi appreciates there is a danger if you ever offer to any 
given market, because demand is a fixed factor in orderly marketing. 
I am disturbed about it. I don’t know how we are going to meet 
some of these problems. There, again, if we have the right kind of 
cooperation at the State level and among the growers themselves, and 
Government, and those of us who take an interest in it, we can be 
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iseful, too, in certain cases, why, we will meet this thing. [ ay 
nappy to see that you expect you will reduce the inventory by Jun 
30, 1956, that vou estimate you will reduce it from 6.2 billion down ty 
5.5 billion. 

You are assuming that that will be in the absence of any additiona| 
or new legislation or regulation? 

Mr. McConnetu. Yes. 

Mr. Horan. That will be as you can see it now, under your presen} 
working orders, is that right? 

Mr. McConnetu. Yes. 

Mr. Horan. However, I expect to be discussing certain things 
that may be useful out my way, and I trust ‘that other Members of 
Congress will be trying to study this matter. Do vou think there 
are other programs that might speed up the reduction of this surplus 
stock we have? 

Mr. McConne tt. | think the possibilities are largely in wheat. 

Mr. RicuHarps. | think the weather comes in there, too. 


POSSIBILITY OF REGIONAL PRICE SUPPORTS 


Mr. Horan. On the matter of the Federal price support program, 
and the regulations that have to go along with it, isn’t it true that 
we might have some adjustment as to regions and as to States in the 
application of any given price-support law? It may work well in 
the corn-hog Midwest, but not out in the Pacific Northwest. We 
will probably have some opposition from the Midwest, although | 
don’t necessarily think so, if they want this thing to work. Certainly 
it is a pretty good market for you now out our way. 

Mr. MarsHatu. You want cheaper corn so you can produce more 
hogs. 

Mr. Ricuarps. Mr. Marshall has a lot of wheat locked up in his 
area. 

Mr. Horan. It is something that our wheat growers are thinking 
about. I was really quite pleased to be able to sit down with them 
and really discuss it. 

Mr. MarsHa.u. It seems to me that the record should show at this 
point that our colleague, Mr. Whitten, has consistently criticized the 
Department for the failure to offer cotton stocks for sale at competitive 
prices in the world market, but at no instance to my recollection has 
he advocated a policy of dumping. 

Mr. Horan. No; he has not. I want to share that. If I gave that 
inference, I certainly don’t want to. 

Mr. MarsHaut. Mr. McConnell, in my discussion sometime ago 
concerning the disposal of No. 2 corn, I want to say I have always in 
my own farming been interested in the results of research and our 
experiment stations. They are a valuable part in the determinations 
we make on our farm. Were they consulted in your arrival at a policy 
of disposing of this corn and grain, as to it going out of condition? 

Mr. McConne tt. I don’t know whether they were or not. 

Mr. MarsHatu. We will adjourn now until Monday at 1 o’clock. 
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Monpbay, FEBRUARY 28, 1955. 


Mr. WHITTEN. We are glad once again to have before the committee 
ihe Administrator of the Commodity Stabilization Service and his 
associates. We will be glad to have your general statement, Mr. 
Berger. 


GENERAL STATEMENT OF ASSOCIATE ADMINISTRATOR 


\lr. Berecrer. In formulating the 1956 budget estimates we have 
borne in mind the continuing need for holding Federal expenditures 
oan absolute minimum. In addition, however, there are a number of 
important facts which must be considered in determining the financial 
requirements for operation of the programs carried out by the Com- 
nodity Stabilization Service. 

One is the fact that, little, if any, of the workload is elective. For 
ihe most part it represents business-type transactions and/or services 
or enforcement actions which must be performed. Performance of 
these functions at the specific time required, either by law or by the 
sasonal nature of agricultural production and marketing is necessar\ 
if program responsibilities are to be met in an effective manner and 
with minimum cost. 

\nother is the fact that the programs operated by the Commodity 
Stabilization Service are effective in every agricultural county in the 
United States, Hawaii, Puerto Rico, and Alaska; in most of the indi- 
vidual counties several different programs are in effect. Since the 
(SS operates on as completely a decentralized basis as possible, it is 
necessary that there be adequate supervision and direction of opera- 
tions to obtain efficient and sound administration in the field. Audit 
and compliance investigations are required with sufficient coverage 
and enough frequency to assure protection of the public interest. 

Still another important fact to be considered is that the Govern- 
ment has invested literally billions of dollars in the programs carried 
out through the CSS, much of which can be returned to the Treasury 
if adequate administrative funds are provided to permit programs to 
be administered properly and in an orderly manner. In addition, 
the law places certain specific financial responsibilities on CSS which 
must be met in order to honor commitments made by the Government. 

Finally, while we believe the Agricultural Act of 1954 is an impor- 
lant step toward creation of a balance of supplies of agricultural 
products with needs for them, and toward a minimum of Government 
controls over farm production and marketing, it will not solve the 
present pressing surplus problems for some time. It may take several 
years to accomplish a proper adjustment. Certainly it will have no 
direct effect on operations in the fiscal vear 1955, since these will 
apply to 1954 crops, on which commitments were made many a 
ago. It will have little effect on operations in the fiscal vear 1956, 
except to slow a continued buildup of stocks of commodities. in the 
iscal years beginning with 1957, it is possible that the effects of the 
new law will be felt more directly, but much will depend on our ability 
tomake orderly progress toward liquidation of commodity inventories, 
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and to control the production of commodities in surplus supply. Ty 
liquidation of commodity inventories must be handled in an order 
manner if losses are to be minimized. All in all, we believe oy 
problems in the fiscal years 1955 and 1956 will be greater than yj 
have had to date. 
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CSS ORGANIZATION 


I have here a functional organizaton chart which shows the manneg 
in which the CSS is now organized. The field offices, in addition ty 
the ASC State and county offices administered by CSS, include: § 
commodity offices; 4 audit offices; 5 compliance and investigatio; 
offices; and 1 western area office each for administrative services 
administrative accounting, and personnel management. The eastem 
area is serviced from Washington in each case. And there is 1 aeria 
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0 
photography laboratory and 1 in Washington, also. Ss at 

Under this organization each of three Deputy Administrators hag This 
a definite area of responsibility. Likewise the divisions in Washin#isrket 
ton, D. C., and the eight commodity offices in the field report to di ric 
specified Deputy Administrator, with the exception of the Audit Divigi,s m: 
sion, the Compliance and Investigation Division, and the Food andi) he 
Materials Requirements Division. These special-purpose division Jp ¢ 
report direct to the Administrator because they are concerned withiore u 
overall control and investigative functions closely allied with thRoquii 
Administrator’s immediate responsibility, and with defense and mobili hich 


zation planning which cuts across everything we do. The Commodity 
Divisions report to the Deputy Administrator, Price Support, on price 
support matters; and report to the Deputy Administrator, Production 
Adjustment on acreage allotment and marketing-quota work, and on 
the payment and production-adjustment aspects of the Sugar Act. 
The commodity offices which carry out price-support program opera-filly ; 
tions report to the Deputy Administrator, Operations. The DeputyfiiVork 
Administrator, Operations, also supervises staff services such as thelipents 
Budget Division, Personnel Management Division, Fiscal Division,iom | 
et cetera. These arrangements give us clear-cut reporting lines, they We 
pinpoint responsibility, and relieve the Administrator of a large volumefMare 
of detail work. Both of these are necessary features in a complexfiheck 
operation concerned with multiple programs. § acl 
1954 
PERSONNEL UTILIZED IN 1954 obac 


As of December 31, 1954, the CSS had a total of 4,633 full-time ~ 


employees exclusive of the ASC State and county offices. Of this oro, 
total, 1,016 were in Washington and this number includes 127 in thei» 3 
Washington Aerial Photography Laboratory, 3,280 were in the 3iBnoto, 
CSS commodity offices, and 337 were in other field locations, including, ¢}, 
57 in the Salt Lake City Aerial Photography Laboratory. The totelf....) 
employment in the 48 ASC State and 3 insular offices was 1,707. and { 

In the fiscal year 1954, each county committeeman worked ®f%,yq 
average of 56 days, and each community committeeman an averag’#yy] | 
of 5days. In each county, the total of all other personnel represented .., , 
an average of 1,827 man-days per county. In total, the county offices 
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ized 1,966 man-years of county committee time, 1,854 man-years 
community committeemen’s time and 21,472 man-years of all other 
nployment in the fiscal year 1954. Employment in the CSS com- 
odity offices and in the ASC county offices fluctuates considerably 
pending on seasonal changes in the volume of work. 

There follows a brief description of the basis upon which fund 
muirements were determined for each program. 


BUDGET FOR AGRICULTURAL ADJUSTMENT PROGRAMS 


The estimated amount required for operation of these programs in 
he fiscal year 1956 is $39 million, or $2,250,000 less than the appro- 
ration for the fiscal year 1955. We presently anticipate that we 
il not use $1,250,000 of the funds appropriated for the fiscal year 
055 and have placed this amount in a budgetary reserve. 

This estimate assumes continuation of acreage allotments and 
prketing quotas on 1956 crops of tobacco, peanuts, wheat, cotton, 
nd rice, and acreage allotments on the 1956 corn crop. No provision 
as made in the 1955 budget for work on rice controls, but this cost 
ill be absorbed. 

In the fiscal year 1954, funds available under this appropriation 
ere used to finance the minimum work of the Food Materials and 
quirements Division necessary under the continuing responsibility 
hich has been placed on the CSS with respect to overall food and 
material requirements for agriculture. It is planned that this will 
so be the case in the current fiscal year and the fiscal year 1956. 
This amounted to $239,493 in the fiscal year 1954, of which $186,052 
presented the cost of continuing regular functions of the Depart- 
ment, and $53,441 represented the estimated cost of functions specifi- 
ully arising from the Defense Production Act of 1950, as amended. 
ork in all divisions other than the Food and Materials Require- 
ments Division arising from the Defense Production Act is financed 
om the funds available to the respective divisions. 

We have assumed that we will be able to accomplish at least as 
are a percentage of the acreage measurements for performance 
hecking on the 1955 and 1956 crops in the fiscal years 1955 and 1956 
s acutally was accomplished in the fiscal year 1954 with respect to 
1954 crops. It is necessary to check 100 percent of the acreage of 
bacco, peanuts, wheat, cotton, and rice, in order to assure com- 
liance with marketing quotas, and this work spreads over 2 fiscal 
ears for a single crop. For example, 76.7 percent of the 1954 cotton 
acreage was measured late in the fiscal year 1954, and the remaining 
23.3 percent was measured early in the fiscal year 1955. The esti- 
mated percentage of each of the 1955 and 1956 crops to be measured 

the fiscal year 1956, based on the actual accomplishment in the 
fiscal year 1954, is as follows: tobacco, the 1955 crop 54.7 percent 
ind the 1956 crop 45.3 percent; peanuts, the 1955 crop, 32.1 percent 
ad the 1956 crop, 67.9 percent; wheat, the 1955 crop, 4.6 percent 
id the 1956 crop, 95.4 percent; cotton, the 1955 crop, 23.3 percent 
ind the 1956 crop, 76.7 percent; corn, the 1955 crop, 31 percent and 
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the 1956 crop, 34.5 percent; rice, 90 percent of the 1956 crop, 1) 
percent of the 1955 crop. 

We have based our estimates for the fiscal year 1956 as much gs 
possible on costs experienced in the fiscal year 1954. However 
experience for a period of at least 2 years on wheat, cotton, and cor 
will be required before much reliance can be placed on unit cost data 
since not all of the measurement is completed the first vear and littl. 
of the marketing quota work other than the referendum is performed 
in the first vear. The estimate is $2,250,000 less than the appropria- 
tion for the fiscal year 1955. This reduction contemplates less ¢osi 
for training and assembly of basic data as a result of experience gained 
in the fiscal vears 1954 and 1955 and some decrease in the workload on 
wheat allotments as a result of changes in legislation. 


RICE ALLOTMENTS 


The proclamation of acreage allotments on rice is mandatory each 
vear unless suspended because of a national emergency or an increase 
in export demand. Allotments for the crop vears 1951-54, inclusive, 
were suspended under this authority. Marketing quotas must be 
proclaimed whenever the total supply exceeds the normal supply by 
more than 10 percent. On December 30, 1954, a national acreage 
allotment of 1,859,099 acres and marketing quotas for the 1955 rice 
crop based on this acreage were proclaimed. <A referendum held on 
January 28 indicated that 90.2 percent of the farmers favored market- 
ing quotas for the 1955 marketing vear. 


SUGAR PROGRAM 


The current estimate of requirements for the fiscal year 1956 for 
program payments required by law is $72,013,847, including approxi- 
mately $64 million for 1955 crop payments and $8 million for 1954-55 
payments in Puerto Rico, which were deferred until the 1956 fiseal 
year. The estimate for 1955 crop payments is based on application 
of average payment rates in recent years to the estimated tonnage of 
sugar to be produced from the 1955 crop. In recognition of the 
difficulty of predicting accurately the size of the 1955 crop so far in 
advance of its harvest, the total estimate submitted is $61,600,000, 
or $12,030,847 less than the current calculated requirements. This 
reduction is possible because payments on the 1955-56 crop of Puerto 
Rican sugar would customarily not be made until the beginning of the 
succeeding fiscal year. Thus, a deferral of $12 million of these 
payments would not create a problem, and should total production of 
sugar be less than currently estimated, the deferral would be less. 
On the other hand, should the current production estimates be lov, 
the deferral into the fiscal year 1957 would have to be increased. _ 

The estimate for operating expenses for the fiscal year 1956 1 
$1,617,000, or $177,000 greater than the amount in the 1955 appro- 
priation. Of this increase, $157,000 is the estimated requirement for 
compliance checking, acreage measurement, on restrictive propo!- 


tion 
ass 
to cc 
of tl 
eur’ 
the 


T 
high 
reco 
pore 
of $ 
vol 


nee 
app 


POs! 
It1 
fise: 
wel 
195 
vea 
aut 
apy 
as | 
tur 
Co 
pal 
Un 
is 1 
bu 
to 

ult 
rec 
ele 
vi 
In 

qu 
fise 





1319 































tionate shares which have been imposed on 1955 sugar beets. It is 
P; 10 MM assumed that restrictive proportionate shares will also be required 
to control beet-sugar production in the 1956 ¢ rop year. The remainder 
ch as of the increase in administrative expenses is for work necessary to 
ever, @ carry out the responsibilities of the United States Government under 
og ihe International Sugar Agreement approved in April 1954. 
data 
little COMMODITY CREDIT CORPORATION 
rmed 
)pria- The workload on CCC program operations, estimated at an alltime 
cost HH high during the fiscal year 1955, is expected to continue at near 
ined record levels in the fiscal year 1956. It is estimated that the Cor- 
\d on J poration will begin the fise ‘al year 1956 with a near-record inventory 
of $4.6 billion, but that the amount of outstanding loans and the 
volume of 1955 crop price-support operations will be lessened by the 
acreage and marketing control programs in effect. 
Current program volume estimates for the fiscal year 1956 indicate 
the need for an administrative expense authorization of $25,065,086, 


rease Bl or $224,914 less than the current estimate for the fiscal year 1955. 
sive, Mi We urgently recommend, however, that the Congress approve an 


" be H juthorization for the fiscal vear 1956 in the amount of $26 million, 


with provision that the difference between the currently estimated 
need and the authorization requested be available for use only on 
approval by the Bureau of the Budget. 

This would provide a margin for presently unexpected but quite 
possible increases in program volume due to uncontrollable factors. 
lt must be borne in mind that the budget estimates of need for the 
fiscal year 1956 were developed before “the bulk of the 1954 crops 
were harvested and moved, and considerably in advance of the time 
5 for My 1195 crops are planted. The budget estimates for both the fiscal 
years 1954 and 1955 later proved to be inadequate and supplemental 
authorizations became necessary. The processes required to obtain 
approval of a supplemental authorization at times create uncertainty 
as to both the timing and amount of funds to be available, which in 
turn adds to costs and reduces the effectiveness of operations. 
the Price-support operations are on an open-offer basis wherein the 
win  ©o'Poration is committed to make loans on and/or acquire all or any 
000. a part of the eligible production of the major crops produced in the 
This United States. The Corporation cannot determine the workload it 
is necessary to perform, and this workload is comprised of day-to-day 
business-type transactions which cannot be deferred without damage 
to the public interest, losses to private trade, confusion and added 
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not i timate operating costs. In the light of these facts, the manpower 
loss,  Cduirements and the administrative expenses to be incurred are not 


elective. A reasonable degree of flexibility, such as would be pro- 
vided by the reserve provision proposed, would place the Corporation 
in position to do a more effective job at less cost than would be re- 
quired if a supplemental authorization had to be requested for the 
fiscal year 1956. 
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CURRENT ESTIMATES OF CCC OPERATIONS AND EXPENDITURES 


We 
There follows a brief summary of our current estimates of majorfimbes* ‘ 
transactions involved in price-support operations in the fiscal yeay 
1955 and 1956: Loans outstanding, beginning of year 1955, $23 
billion, beginning of 1956 $1.7 billion; loans made in 1955, §24 , 
billion, decrease to $2.1 billion in 1956; repayments in 1955 wer 
' 


$1.2 billion and remain at that figure for 1956; loans outstanding 
the end of year 1955, $1.7 billion, decrease to $1 billion in 1956. 
Inventory at beginning of year 1955, $3.7 billions increase to $44 
billions in 1956; purchases in 1955, $0.8 billion, decrease to $0.4 billion 
in 1956; acquisitions by forfeiture in 1955, $1,8 billion decrease to $1.5 = 
billion for 1956; sales, cost value in 1955 $1.8 billion increase to $22 ra 
billion in 1956; inventory at end of year 1955 $4.6 billion decrease to MM ° 
$4.5 billion in 1956. Pe 
Total budgetary expenditures in 1955 were $4.9 billion and decrease fr" 
to $3.6 billion in 1956; total budgetary receipts in 1955 were $3.5 = 
billion and decrease to $2.9 billion in 1956; net budgetary expendi- fr" - 
tures in 1955 were $1.4 billion and decrease to $0.7 billion in 1956. "Tt! 
(Additional data on inventories, requested later in hearings, ap- 


pear on p. 1249.) - 


Fa 
State 
As you know, we utilize a detailed system of work measurement in j°"" 
the field offices which perform the major part of the workload involved fm’ 
in this huge volume of operations. This system provides a measure Me” 
of the work received in each office, the time required to process it, and 
and the work remaining on hand. From it we obtain production i he 
rates for each type of document or transaction handled. These Hj” 
production rates, in turn, form the basis for standards of performance He” 
used to control costs and to estimate requirements for work to be #°Y° 
handled. I would like to point out that these field offices accomplished *, 
a production rate in the fiscal year 1954 which exceeded their budget- A 
ary goal, which was higher than the rate accomplished in the fiscal 
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SYSTEM OF WORK MEASUREMENT 


chec 


year 1953 by about 20 percent. This accomplishment saved approxi- je” 
mately 490 man-years of time and the equivalent cost. The produe- e 
tivity rates contained in the 1955 and 1956 estimates reflect an even a 


higher productivity—approximately 7 percent higher than actually 
attained during the fiscal year 1954. te 
nov 


the 


The requested administrative expense authorization for the fiscal the 
years 1955 and 1956 would be used as follows: Washington divisions # '* 
and their field offices, $5,685,990 in 1955 and $5,981,777 in 1956; det 
CSS commodity offices, $15,891,698 in 1955 and $15,151,509 in 1956; gm *" 
State ASC offices, $2,571,568 in 1955 and $2,633,556 in 1956; transfers 
to other agencies, $1,140,744 in 1955 and $1,298,244 in 1956; held in nel 
reserve, $934,914 in 1956; total $25,290,000 in 1955 and $26 million 4 
in 1956. 


ALLOTMENTS OF ADMINISTRATIVE EXPENSE FUNDS 
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We will be glad to go into any detail you may wish with respect to 
ese estimates. 


INADEQUACIES OF STATE AND COUNTY OFFICES 


We face a serious problem with respect to the supervision and 
jirection of the county ASC committees. It is not now possible to 
provide adequate supervision and direction with the limited personnel 
‘rength available in the State ASC offices. The county offices are 
urying out the largest price support, storage and acreage, and mar- 
ting-control programs in history, combined with the Agricultural 
onservation and other programs. The General Accounting Office 
ud others have severely criticized several different aspects of State 
nd county office operations, and most of the circumstances criticized 
ye traceable to inadequate supervision and servicing by ASC State 
fices. A smaller number of man-years of employment, 1,709, was 
wtilized in these offices in the fiscal year 1954 than in any prior year 

ince 1949. The number in 1951, for comparison, was 2,440. 

The major need is for additional farmer-fieldmen, auditors, and pro- 
bram specialists, together with the minimum clerical assistance to 
make them effective. 

Farmer-fieldmen represent the major channel through which the 
State committee exercises supervision and directs the work of the 
county committees. Few State offices have enough farmer-fieldmen 
to hold their territories to a maximum of 10 counties. The average 
number per fieldman budgeted for the fiscal year 1955 is between 10 
and 11. A farmer-fieldman with 10 counties in his territory could, 
ifhe spent all his time in the field, spend 2 days per month with each 
county per month, including travel time. This is an extremely small 
amount of time to cover all of the different program and administra- 
tive problems which arise in a county office, and the necessary train- 
ing of county office personnel. 

Auditors in sufficient number are a necessity to keep an adequate 
check on the operations of county offices. The maximum average 
number of counties per auditor should not exceed 21 if each county 
is to be audited the minimum of once per year. The average number 
of counties per auditor provided for in operating budgets for the 
fiscal year 1955 is slightly over 25. 

Program specialists are a necessity if the technical provisions of the 
varlous programs are to be carried out. The program specialists 
now available are spread so thinly over a number of programs that 
they are rarely able to give effective service with respect to any of 
them. In addition to performing the technical program work, they 
tran and instruct farmer-fieldmen and county employees as to the 
details involved in performing program responsibilities, most of which 
are quite complicated. 

In addition to the inadequacy of the number of State office person- 
nel, a factor which places a heavy burden on them is the large turnover 
in county office personnel, including county office managers, due to 
the relatively low pay scales in effect and other factors. This adds to 
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the training job the State offices must perform. Most of the Sty 
committees and farmer-fieldmen and many of the State adminisiy, 
tive officers are new, and this makes their job more difficult. 

For these reasons, it is proposed in the 1956 budget estimates thy 
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us 
the limitation on the amount of agricultural adjustment progray “ ; 
funds which may be used in National and State offices be increasy re 
by $640,000, exclusive of $25,000 for the acreage allotment ay 
marketing quota program on rice, and the agricultural conservatiogi The 
program limitation be increased by $500,000. These increases fi) oat 
together with the increase in CCC funds which was included in thayoriz 






supplemental authorizat‘on for 1955 and is requested in the authorizg 
tion for 1956, will permit substantial progress toward adequate super 
vision, direction, and servicing of the county offices. The increas 
included in the CCC supplemental was $700,000 to provide mor 
effective supervision and to cover the added workload brought about 
by greatly increased price-support operations and $188,000, $250,000 
on an annual basis, to provide for more direct and effective supervision 
and direction of the operation and maintenance of the CCC-owned 
grain storage structures. All of this work will continue in the fiseal 
vear 1956. 
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Under the amendment to the act of March 8, 1938, contained infpysis 
the act of March 12, 1954, which changed the annual appraisal of thel the 
assets of the CCC to a cost basis, a restoration of capital in thefii3. 
amount of $1,634,659 will be necessary in the fiscal year 1956. Resto-fs 
rations covering the entire period of operations of the CCC through ych 
June 30, 1953, included $545,534,182 of estimated losses as well as fyas 
the losses realized during that period. Therefore, the request made fhe 
for restoration of capital represents the difference between the total Misti: 
realized losses of the CCC, in the fiscal year 1954, and this amount. hay 
Total realized losses in the fiscal year 1954 amounted to $547,168,841 HR30. 
excluding the emergency feed program, for which separate reimburse- 
ment is being requested. 


RESTORATION OF CAPITAL IMPAIRMENT 







INTERNATIONAL WHEAT AGREEMENT T 

0" 

The estimate of $57,378,551 is madé up of net program costs of Hor 
$57,127,355 incurred during the fiscal year 1954, including interest Ha 
estimated through June 30, 1955, and administrative expenses of Heir 
$251,196. The reduction of $72,128,726 in program and _ interes! Hie 
costs in the fiscal year 1954 as compared with 1953 results from a Jjor 
reduction of approximately 106 million bushels in the volume of He 
wheat exported, a reduction of 8 cents in the per bushel export pay- Hat 
ment rate, a consequent reduction of $69,971,912 in the amount of nc 
export payments, and a reduction of $2,156,814 in interest expense. s+ 
The reduction of $46,518 in administrative expense is due chiefly JJan 
to the reduced volume of program activity. an 
The request for reimbursement to Commodity Credit Corporation 3th 
for International Wheat Agreement program costs through direct Jjwl 
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© Stat ppropriation is a departure from the note cancellations authorized 
LUStrae cach of the 3 previous years but is consistent with the authoriza- 
fon of appropriation in the International Wheat Agreement Act of 
C8 thays9 and is felt to be in accord with recent indications of congressional 
CTeAase a ee ee ee : 
7 PAKISTAN WHEAT PROGRAM 
The transfer of not to exceed 1 million long tons of price-support 
heat to Pakistan during the period ended June 30, 1954, was au- 
horized by Publie Law 77, 83d Congress. This law authorized the 
ppropriation of such sums as were necessary to reimburse the CCC 
its Investment in the wheat and for other costs involved. The 
crease orporation made available 611,987 long tons of wheat under this 
> Moret. and the amount of reimbursement required as included in the 
about midget estimates is $69,273,881. Since the budget was printed, final 
00,000M ures have become available and this estimate has been adjusted to 
VISIONS) 385,831, an increase of $111,950. 
owned 
* fiscal FAMINE RELIEF 


The transfer through March 15, 1954, of surplus agricultural com- 
- BBhodities from CCC stocks to provide emergency assistance on a grant 
hed infM™Masis to peoples friendly to the United States to meet famine or 
of the ther urgent relief requirements was authorized by Public Law 216, 
in the; Congress. This act also authorized appropriation of such sums 
Resto- ss may be necessary to reimburse the CCC for its investment in 
rough Much stocks transferred. A total of 82,842 long tons of commodities 
ell asMivas transferred under this authority, largely wheat and flour, and 
made fhe amount of reimbursement required as included in the budget 
total Mstimates is $9,676,628. Since the budget was printed final figures 
lount. have become available and this estimate has been reduced to $9,545,- 
5,841 HRS) a reduction of $130,798. 
yUrse- 
1958 EMERGENCY FEED PROGRAM 


In accordance with the intention expressed by the President, in 
-B\ovember 1953, when he directed the CCC to furnish supplies of feed 
sts ol Mor use in the drought program without reimbursement from then 
‘erest Mvailable appropriated funds, the 1956 budget contains a request for 
es Ol Meimbursement to the CCC for its loss on feed sales—market value of 
erest Hiifeed furnished less payment by participant. This program was dis- 
om & Mrontinued July 15, 1954, and the current budget estimate of loss on 
1e Ol Mthe 1,963,591 tons of feed furnished is $42,100,000. Except for recor- 
pay- Bilation of final accounting transactions which may take a few more 
nt of Mimonths, this program is virtually liquidated. The estimates include 
ense. HMS4].910,957 for actual losses sustained through December 31, 1954, 
uefly Hand $189,043 primarily for losses on commodities consigned to counties 
and for which complete accounting has not been made. It is possible 
uti0n Mithat the full amount of losses on the latter may not materialize, in 
irect Hivhich event a return would be made to the Treasury. 
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PROBLEMS IN THE DISPOSAL AND CARE OF COMMODITIES 
































Mr. Wuirren. Thank you, Mr. Berger, for this report. 

I notice several things in connection with it which are worthy 
further study not only by the Department but by this commitiy 
As I stated earlier, the records of the hearings show that with reg 
to most all these commodities, approximately $4 billion of they 
ee are not being offered for sale in world trade on a competiti 

asis. 

They are not being sold into world trade, and those that are moviy 
out—and I make no condemnation of these efforts—are moving oj 
under the International Wheat Agreement, the Pakistan wha 
program, which is a straight-out grant or gift, and famine relic 
However valuable those programs are, those dealing with the com 
modities can see that the Government is not, at least in a dollars-and 
cents way, selling the commodities for what they will bring » 
keeping losses to a minimum. But since you are giving away man 
of these commodities anyway, the folks who handle them doubtk 
do not have the same encouragement to look after them and prote 
them, as they might otherwise do. That is a criticism of the Go 
ernment’s program, which I think adds to the problem which ywa— 
folks supervising this program have. 

The other question I raised earlier is that many things reported )jj — 
our investigations indicate that we are slipping back to the same ii 
shod method of handling commodities as we found a few years agg’ — 
Portions of that report were read to you and Mr. McConnell the othe 
day. Incidentally, we are making that report available to you toda 
and the names which do not appear in the record are being suppli 
to you. I would appreciate any recommendations prior to the cor 
clusion of our hearing as to what this committee could do to bel 
bring about a correction of these practices and an improvement in thi 
care and protection of these commodities, pending the time that w 
may be able to arrange for the Government to sell these commoditie 
I would like that recommendation to be independent of any limitatio 
that the budget may have put on you, as far as funds are concerned 
I realize that you cannot volunteer to exceed the budget, but | a 
making a pointblank request that these recommendations be inde 
pendent of any limitation that you have. My reason for that is that 
when you deal with 6 or 7 billion dollars worth of commodities, it 
one of the biggest businesses in the country. I certainly do not advo 
cate the needless expenditure of administrative funds, either at th 
county, State, or the National level, but I can clearly see that, 
business that large, you can lose many times the administrative 00s 
by failure to properly organize and properly supervise thi 
organization. 

This has continued now, to my knowledge, for 8 or 10 years, and) 
would like to ask that you get out the hearings of our previous invest! 

ations and in which we clearly demonstrated what had happene 
Many indictments throughout the country were returned. Mal 
suits were filed. There is much to indicate that we are at least gol 
back in that same direction. 
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Amounts available for obligation 


1954 actual 





Appropriation or estimate. --.. eee $43, 500, 000 
Transferred from “School lunch program, Agricultural Market- 
ing Service,” pursuant to Public Law 286_--_--..-_--- 128, 803 


Adjusted appropriation or estimate _____- ; 43, 628, 803 
Unobligated balance, estimated savings-_-- ; —2, 221, 612 






Obligations incurred --- 





Obligations by activities 


Description | 1954 actual 











1, Acreage allotments and marketing quotas_-_______- $41, 257, 449 
9, Assistance to Selective Service --------_- se 149, 742 








Obligations by objects 


Object classification 1954 actual 


Obligations incurred - - -- - Sedecnnbielaianietia alata 41, 407, 191 | 


AGRICULTURAL ADJUSTMENT PROGRAMS 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1955 estimate 


$41, 250, 000 


$41, 250, 000 


41, 250, 000 


41, 407, 191 41, 250, 000 


1955 estimate 


41, 250, 000 


1955 estimate 


1956 estimate 


$39, 000, 000 


39, 000, 000 


1956 estimate 


$39, 000, 000 


3¥, 000, 000 


1956 estimate 








COMMODITY STABILIZATION SERVICE 


Total number of permanent positions__................-.- , 986 


Full-time equivalent of all other positions... -...............--| 27 
Average number of all employees. _-_.-_---- Fateatentabiiitesael -| 767 


Number of employees at end of year_______--- ee yates 
Average salaries and grades: 


General schedule grades: 
Bee aR idciidstbukudewenadaadme : — $4, 075 





(1 Personal services: 


A VOSS. © 6 Saheb eid Sinn cidens oo ; GS-5.7 





39, 000, 000 















































































Permanent positions. -..............-.--- diet eed $8, 498, 776 $3, 826, 799 | $4, 302, 045 
Positions other than permanent.__.............--- J 158, 294 150, 702 | 145, 530 
Regular pay in excess of 52-week base ______-_-...--- 12, 600 | 12, 919 | 14, 515 
Payment above basic rates........................--.- 7, 937 | 8, 578 | 6, 790 
' Total personal services__..---- Bete Sob a eee 3, 677,607 | 3, 998, 998 | 4, 468, 880 
RR Ow i ata oh ARE iG nen mnainanedamane<a tei ; 613, 688 744, 099 | 900, 980 
® Transportation of things...................-......-- soe 34, 743 | 37, 959 | 37, 920 
4% Communication services.......................-_-..---- 165, 345 | 156, 428 186, 550 
6 Rents and utility services...................--.-.--...---- 124, 263 | 145, 710 146, 360 
OPERA IN OO a cain cn mnnminiccindinncs 308, 288 | 395, 309 | 396, 980 
07 Other contractual services_................._.--_-___- , 32, 474 | 43, 824 45, 580 
Advanced to “Local administration, sec. 388, Agri- 
cultural Adjustment Act of 1938, Agriculture”’__--_- 35,912,000 | 35,366,000 32, 448, 000 
_ Services performed by other agencies_..__..........--- BO AE Dccteeon as linia 
08 Supplies and materials-_---- tts aia a ae nak iat ni ; 72, 751 | 89, 009 95, 150 
© RqOiprd scp occec ann nshpash~o<-onenc ss Nici cheat 40, 374 | 39, 118 41, 350 
13 Refunds, awards, and indemnities: Awards for employee 
. I ANE en nnciibe Syahidbhinadwrinaneneexcadéemnseis 504 | a 
it’ Tame Gar ee: . dc. noe oe 9, 237 | 11, 496 | 10, 250 
CORI III oa wok cs a ccccbccccsnccctccocnncaun 41,146,554 | 41,028, 000 , 778, 000 
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Obligations by objects—Continued 


Object classification 


1954 actual 


ALLOCATION TO AGRICULTURAL MARKETING SERVICE 


‘Total number of permanent positions. -__-_-..__- fs 
Full-time equivalent of all other positions._--_--- 
Average number of all employees. - see 
Number of employees at end of year 


Average salaries and grades: 


01 


02 
03 
04 
05 
06 
07 


OS 
09 
15 


General schedule grades: 
Average salary met. 2% ouhon 


Average grade ot eee cies a eat 


Personal services: 
Permanent positions -_- 
Positions other than pe rmanent_ 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal services 

Travel 
Transportation of things 
Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 

Services performed by other agencies 
Supplies and materials 
Equipment 
Taxes and assessments 


Obligations incurred 


SUMMARY 


Total oumber of permanent positions 
Full-time equivalent of all other positions_. 
Average number of all employees 

Number of employees at end of year 


Average salary and grades: 


( 


1 


02 
03 
04 
05 
06 
07 


O08 
09 
13 


General schedule grades: 
Average salary 
Average grade 


Personal s°rvices: 
Perman*nt positions 
Positions other than permanent _- 
Regular pay in excess of 52-week base. 
Payment above basic rates__- 


Total personal services_- 
Travel_ 
Transportation of things 
Communication services 
Rents and utility services_- 
Printing and reproduction. 
Other contractual services_ - _- 

Advanced to “Local administration, see. 388, 


cultural Adjustment Act of 1938, Agriculture’ af 


Services performed by other agencies_- 
Supplies and materials____- 
Equipment 


Refunds, awards, and indemnities: Awards for employee 


suggestions____ 
Taxes and assessments. 


Obligations incurred _______- ann en ent sete Bs 


REGS 13, 425 


aS 13, 203 
825 


237, 613 
4, 443 | 
1, O89 | 
2, 745 


400 
588 | 
oi 

5, 459 | 
¥; 067 } 
1, 233 | 


260, 637 | 


$4, 076 
GS-5.7 


----| $3, 722,361 
171, 497 


7, 937 

3, 915, 220 
618, 131 

| 35, 832 
168, 020 
124, 263 
308, 688 
33, 062 





Agri- 
35, 912, 000 
155, 280 

78, 210 

47, 441 





504 
10, 470 


41, 407, 191 








1955 estimate | 1956 


destiny 


49 


$4, 088 
GS-5. 0 


$186, 963 
12, 500 | 
837 | 

500 
200, 800 
5, 000 
1, 000 | 
2, 000 | 
140 


1, 200 

40 
5, 760 
4, 800 
1, 260 





$4, 069 
Gs- 5.8 


$4, 013, 762 
163, 202 
13, 756 


$187, 059 





9, 078 

4, 199, 798 4, 669, 680 
749, 099 O05, 

38, 959 38, 0 

158, 428 188, 55 
145, 850 146, 
395, 309 306, ON 

45, 024 46, 7% 

35, 366, 000 32, 448, 00 
40 M 

94, 769 100, 91 

43, 918 46,15 

50 |.------e----0 

12, 756 11, 510 

iii cen ail eesti 
41, 250, 000 39, 000, 000 





Oblis 
Adju 
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Oblis 


Expe 
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1, 669, 680 
905, ON 
38, 921 
188, 54 
146, 4 
396, ON 


46, 7S 


, 448, 00 


000, 000 
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Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| ' 
| 1954 actual | 1955estimate | 1956 estimate 


Obligated balance brought forward ------_.. i eel $73, 354 $27, 781 $28, 71 
,djustment in obligations of prior years------ ‘ 8, 861 
Obligations incurred during the year------. 41, 407, 191 41, 250, 000 | 39, 000, 000 


41, 489, 406 41, 277, 781 | 39, 028, 781 
Obligated balance earried forward__-__- —27, 781 —28, 781 | —28, 781 


Total expenditures .__- aati : 41, 461, 625 


41, 249, 000 39, 000, 000 


Expenditures are distributed as follows: | 
Out of current authorizations _- : 41, 381, 411 41 38, 972, 000 
Out of prior authorizations ___- 80, 214 27, 000 28, 000 


We will proceed now to consideration of the agricultural adjustment 
programs. We will insert pages 135, 136, and 139 through 150 of the 
justification in the record at this point. 

(The material is as follows: ) 


PurRPOSsSE STATEMENT 


This appropriation provides funds to carry out acreage allotment and market- 
ing quota programs authorized by title III of the Agricultural Adjustment Act 
of 1938, as amended. 

These programs are designed to assist in minimizing fluctuations in the supply, 
marketing, and price of specified basic agricultural commodities: Tobacco, 
peanuts, cotton, wheat, corn, and rice. 

The national acreage allotment (in the case of wheat and corn, allotment for 
commercial-producing area) is set at a level which, based upon normal 01 average 
yield, will result in ample production for domestic consumption, exports, and 
adequate reserves. The total acreage is divided among States or counties on the 
basis of production history for a specified number of vears preceding the year for 
which the allotment is determined, with adjustments for production trends, 
abnormal weather and production conditions, previous allotments, and other 
factors, 

State or county allotments are apportioned among eligible farms. Acreage 
allotments, unless implemented by marketing quotas, do not constitute an 
enforced limitation on production. However, when acreage allotments are in 
effect for any basic commodity, compliance therewith is a condition of eligibility 
for price support. 

Marketing quotas must be proclaimed for tobacco when the total supply 
exceeds the reserve supply level or if quotas were proclaimed for the kind of 
tobacco in the immediately preceding year; for peanuts each calendar year 
regardless of the supply situation; for upland cotton when the total supply 
exceeds the normal supply, for extra long staple cotton when the total supply 
exceeds the normal supply by more than 8 percent, and for wheat, corn, and rice 
when the total supply exceeds the normal supply by a stated percentage. Mar- 
keting-quota provisions of the Agricultural Adjustment Act of 1938, as amended, 
do not apply to corn. 

Quotas do not become effective unless at least two-thirds of eligible farmers 
voting in a referendum approve quotas. Qudtas may be increased or suspended 
under certain demand and supply conditions, in the interest of consumers, or in 
national emergencies. 


Appropriated funds: 
Appropriated, 1955_ _ _--- tse Ried een deh $41, 250, 000 
Budget estimate, 1956 39, 000, 000 


Agricultural adjustment programs 


Appropriation act, 1955, and base for 1956___- Recs $41, 250, 000 
Budget estimate, 1956____-- aie 39, 000, 000 


Dusssaine _ —2, 250, 000 


58682—55—pt. 8——21 
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Summary of increases and decreases, 1956 


Increase for work in connection with rice-acreage allotments and 
marketing quotas and to provide adequate administration, super- 
vision, and audit of other acreage allotment and marketing-quota 
Programs... . +. - 2-5. - 5 - 255525 --5--- - +668, 0 
Decrease in county ‘committee operating costs due to reduction in 
work required in connection with the establishment of allotments, 
compilation of basic data and other related activities ___ — 2, 918, 00H 


Project statement 








pial 1955 Increase or | 1956 
Project 1954 (estimated) decrease (estimated 
: ea: ' | = ou owe 
1. Acreage allotments and marketing quotas $41, 257,449 | $41,250,000 — $2, 250, 000 $39, 000, (nv 
2. Assistance to Selective Service __- 149, 742 | cae 
Unobligated balance - - --- i 2, 221, 612 
stati idle eelccacaitptisch alien 
Total available or estimate. 43, 628, 803 | | 41, 250, 000 — 2, 250, 000 | 39, 000, (oy 
Transferred from ‘‘Schoo] lunch program, Agri- | | 
cultural Marketing Service’’___-- _— 128, 803 | 
Total appropriation or estimate - - 43, 500, 000 , 250, 000 


STratus OF PROGRAM 


For the 1954 crops, acreage allotrent and marketing quota programs were i 
effect for tobacco, peanuts, wheat, cotton and rice and acreage allotments were j) 
effect on corn. On December 29, 19538, it » as announced that there would be » 
marketing quotas or acreage allotments on te 1954 crop of rice. Acreage allot- 
ments and marketing quotas have been prceclaimed for t’ e 1955 erops of tobace 
peanuts, wheat, and cotton and acreage allotments have been proclaimed on t! 
1955 crop of corn for the commercial corn-producing area. 


Tobacco acreage allotment and marketing quota program (930 counties) 

Quotas must be proclaimed whenever the total supply at the beginning of t) 
marketing year exceeds the reserve supply level. Regardless of the supply situa- 
tion, however, quotas must be proclaimed for each kind of tobaceo for whie 
quotas were proclaimed in the preceding year and for Virginia sun-cured tobace 
for each marketing year for which a quota is proclaimed for fire-cured tobacco. 

The marketing quota proclamation specifies in pounds of tobacco the quantits 
which may be marketed during the next following marketing year. It is a 
amount which will make available for marketing during that vear, a supply equal 
to the reserve supply level. For the 1954 crop, quotas were proclaimed as follows 


7 Date pro- Number of | Number 

Kind of tobacco clainted oounie cans 
Flue-cured _- ; Nov. 30,1953 | 1, 325, 000, 000 1, 057, 00 
Burley -_--- ao... 526, 000, 000 395, 50 
Fire-cured - - aide do__. 1 65, 934, 000 55, 835 
Dark air-cured__---- er ; ae 1 26, 620, 000 23, 8 
Virginia sun-cured _ sae sasuwall 6, 257, 000 | 6.13 
Cigar filler and binder. ae ; Oct. 3, 1953 74, 600, 000 48. 45 


1 Increased quotas announced Mar. 4, 1954, 


For fire-cured tobacco, the increase restored the 10-percent reduction mace 
under the quota announced in November and for dark air-cured tobacco, thi 
increase restored slightly less than half of the original reduction of approximate!) 
20 percent. The original fire-cured quota was 59.4 million pounds and the dark 
air-cured quota was 24.2 million pounds. 

The increases in the marketing quotas were the result of efforts made by 
Department representatives sent to Europe to find ways of increasing « exports 0! 
fire-cured and dark air-cured tobacco through regular commercial channel: 
Negotiations resulted in anticipated additional export of these tobaccos. 

Quotas were proclaimed for southern Maryland and Pennsylvania filler tobaccos 
but farmers voting in referenda held October 29, 1953, disapproved quotas f 
these tobaccos. 


Re 
refer 
vear: 
farm 


Kine 


Q! 


1oW 


vi 
ay 


id 





168, 00 


1S, (ny 


1, O00, ny 


vere | 
rere ty 
be } 
> allot- 
hace 
On t! 


of th 
situa- 
whic 
yhace: 
vCCO 

antit 

is al 
equal 


llows 


1329 


Referendum.—Within 30 days after the issuance of proclamation of quotas, a 
ref rendum must be held. Farmers have a choice of voting for quotas for 1 or 3 
vears, and quotas become effective only if approved by at least two-thirds of the 
farmers voting. Quotas have been approved as follows: niin 
Kind of tobacco: years covered 

Flue-cured 5 : 1953-55 
Jurley 1953-55 
Fire-eured 1955-57 
Dark air-cured 1955-57 
Virginia sun-cured 1953-55 
Cigar filler and binder 1954-56 


Quotas on southern Maryland and Pennsylvania filler tobaccos were turned 
own in referenda held December 17, 1954. 


Number of allotment farms and acreage allotted, by States, 1954 crop 


Number of Number of 


state and kind of tobaeco allotment ae State and kind of tobacco allotment 
farms P farms 


Acreage 
allotted 


Flue-cured: Cigar filler and binde 
Alabama 2! 631 Connecticut 
Florida , 24 22, 305 Illinois 
Georgia 29, 868 }, 850 Indiana 
North Carolina 26, 3: 696, 025 lowa 
South Carolina 26, 71: 121, 823 Massachusetts 
Virginia 24, 027 105, 612 Minnesota 

New Hampshire 
lotal ‘ ‘ 1, 053. 246 New York 
Ohio 

Burley Pennsylvania 

Alabama i 17 Vermont 

Arkansas 1 74 Wisconsin 

Georgia 2 122 

Illinois 2 16 Total 

Indiana bass , O85 

Kansas ( 145 Fire-cured 

Kentucky 534 Kentucky 

Missouri , 76 , 306 Tennessee 

North Caroling . Of 2, 329 Virginia 

Ohio , oe 3, 009 

Oklahoma 5 Total 

Pennsylvania ‘ 4 

South Carolina 6 Dark air-cured 

l'ennessee 94, 85s , 340 Indiana 

Texas... ; ] Kentucky 

Virginia ; 13, 686 Missouri 

West Virginia ‘ 3, 588 Tennessee 


Total é ) 399, 297 Total 


Virginia sun-cured: 
ginia », 115 


> ° FAO 
Peanut acreage allotment and marketing quota program (508 counties) 


Quotas must be proclaimed each vear regardless of the supply situation. The 
national marketing quota must be equal to the average quantity of peanuts har- 
vested for nuts during the 5 years immediately preceding the year in which the 
quota is proclaimed, adjusted for current trends, and prospective demand 
conditions. 

A national marketing quota of 740,600 tons and a national acreage allotment 
of 1,610,000 acres were announced on September 30, 1954. The 1955 acreage 
allotment is the same as for the 1954 crop, but the marketing quota is larger 
than the 1954 quota by about 67,000 tons because of the use of a higher normal 
vield figure. 

Referendum.—Farmers voting in a referendum held December 15, 1953, 
approved marketing quotas through the marketing year 1956. 

_ Acreage allotments.—The 1955 acreage apportionment to States, which is 
identical with that made last year for the 1954 crop is given below: 
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Number of allotment farms and acreage allotted, 1965 crop If § 

” ah A ha oie | planeaaslll bilan ify cons 3 See i eed Te r th 

miotie Allotmen Acreage Sin tn Allotment | Acre; sta 

Oats | farms | allotted || oaks farms allotted oi 
Alabama. ..___- _..| 19,169 | 217, 965 || North Carolina... Rs 18,607) imu 
PE ch babdcdcesessses 25 | 717 || Oklahoma... .............. 15, 726 373 
ee 457 | 4,220 || South Carolina........... | 1, 673 13.7 
California. -- - .--- 25 940 || Tennessee... ...... 429 3% 
Florida .____- oe | 5, 544 a ae wan atid | 21, 8&7 355, 
Sa. gk eu piub saent 33, 816 oo. hh, a reeee 8, 958 105, 54 
IR nnn 2 Soe 40 | 1, 963 || Reserve for new Pebengs 82.18 i: 8 Os 
Mississippi. - - ess 227 | 7, 557 ——————————_ 
Missouri... ---.-- 2-2. | 2 | 4 288 a | a | * 127,063 | 1, 610,04 
PO PD inca dnacncend 468 | 


1 Does not include new farms, 


Wheat acreage allotment and marketing quota program (2,481 counties) 


Quotas must be proclaimed whenever, in any calendar year, the total supply fom. 
the marketing year beginning in such calendar year exceeds normal supply by more de 
than 20 percent or the total supply is not less than normal supply and the averggd 
farm price for 3 successive months does not exceed 66 percent of parity. 

On June 21, 1954, marketing quotas were proclaimed for the 1955 crop of whea 
based upon the following determination of normal supply for the 1954—55 market 
ing year and the marketing quota position as indicated by the supply precentage. 


Million 

J 3 , ati walls bushels 
Normal supply and marketing quota level: (adjusted 
1. Domestic consumption, 1953—54_______.__________-- vp 1 704 


2. Exports, 1954-55-__..-_--_- a ote . 220 
3. Total (item 1 plus item 2)____________- ernie 924 
4. Allowance for carryover (15 percent of item 3)_________- . 139 
5. Normal supply (item 3 plus item 4)_______- _ 1,063 
6. Marketing quota level (120 percent of item 5) - 1, 276 





Total supply and supply percentage: 












7. Estimated carryover, July 1, 1954..._..._..._____-- ; 900 Pe 

8. Estimated production (June 10 crop report) ee gee _ 

9. Estimated imports, 1954-55___._...._.._..---_-_-- 3 the 

10. Total supply (item 7 plus items 8 and 9)________- 1, 903 a 

11. Supply percentage (item 10 plus item 5)__-_____. , 179.0 os 

1 Adjusted to provide a more normal amount of wheat for domestic use. quot 

T 

Determination of national acreage allotment to W 

Million bushels is th 

1. Normal year’s domestic consumption_-____...._.....--_---- 703 betw 

ee nnn ne enki auebirunnset eens 287 re 

—_—_————- | 

3. SPE So oa emwatewcaendar~deae ene 990 quot 

4. Normal year’s domestic consumption and exports plus 30 per- by ( 

on alin lll a a cee REN ede Ng tape ell lg eB tii NALS OL el tS 1, 287 by 1 

OOOO The 

5. Indisated carryover, July 1, 1066... 6... ek 998 \ 

GS ON, BPP ib nieak Bite nmuswen onekencns wee 3 ms 

7. SI nn i nt ee ee namin 1, 001 r 

= Hl) 

8. Production needed in 1955 (item 4—item 7)__..--.-.--.---- 286 BB coy 

9. National average yield per planted acre______._..___--_-_- 15.0 \ 
10. National acreage allotment for the 1955 crop (item 8+ be 

catia hetit Rte lates Mate ha dalam shale-omticl acres__ 19, 066, 667 ey 

11. Minimum acreage allotment_............-.--------- do... 55,000, 000 gett 


Sup) 
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If a farmer does not underseed his 1955 acreage allotment by more than 10 
rercent, the farm will be considered as having the full allotment planted in 1955 

, br the purpose of future allotment determination. 
Acreage State acreage allotments were announced July 2, 1954. State and county 
allotted HM .reage allotments are based upon wheat acreage for the past 10 years with adjust- 
ments for abnormal weather conditions and for trends in acreage during such 


period. 


Wheat acreage allotments by States for 1955 compared with 1954 


‘af aoe 1955 Acreage | 1955 

cen allottec ag allotted | 4. 

1, 610.04 in 1954 allotment in 1954 | allotment 
Jabama 7 17, 486 | 113, 208 New Hampshire 108 1 89 
22, 613 | 118, 612 New Jersey 63, 798 57, 198 
56, 514 | 37,141 || New Mexico 502, 740 146, 660 
562, 365 477, 647 || New York 343, 950 318, 849 
2, 899, 062 , 674, 556 || North Carolina 320, 387 | 285, 227 
5 ‘ 909 | 1743 || North Dakota 254, 412 349, 025 
pply for nate... 50, 514 | 42,895 || Ohio 758,376 | 1, 598, 860 
by mor 816 | 1547 || Oklahoma 5, 245, 769 , 775, 108 
eorgia 124, 071 | 101, 528 || Oregon 898, 563 799, 603 
, 277, 401 | , 154,995 || Pennsylvania 723, 064 639, 371 
inoi ‘ , 541, 191 , 355, 667 Rhode Island 714 1648 
f wheat liar mee 324, 318 , 153, 205 || South Carolina 157, 178 134, 101 


209, 814 | 138, 040 South Dakota 3, 164, 666 2, 775, 563 
, 874, 832 10, 496, 070 || Tennessee 212, 615 198, 256 
222, 435 205, 572 || Texas , 817, 377 , 2038, 735 
3, 866 12,478 Utah 359, 969 317, 337 
1, 733 11, 533 Vermont 428 1342 
\ 238, 768 203, 953 || Virginia 318, 700 276, 262 
Massachusetts 883 1747 || Washington 2, 264. 914 >, 029, 400 
fichigan , 093, 618 985, 854 | West Virginia 56, 462 12, 936 
innesota 949, 255 790, 138 Wisconsin 73, 485 54, 519 
i i 27, 791 119, 484 Wyoming 338, 590 289, 530 
, d11, 848 1, 122, 346 Reserve 1, 143 165, 000 

, 682, 152 4, 025, 438 ——- - — 
3, 662, 384 3, 206, 508 Total 62, 000, 000 55, 000, 000 

15, 953 113, 481 


'Twelve States designated outside commercial wheat-producing area on Sept. 15, 1954, pursuant to 
provisions of Publie Law 690, 83d Cong., approved Aug. 28, 1954 


The county acreage allotment is apportioned among the farms within the county, 
through the local committees, on the basis of past acreage of wheat, tillable acres, 
crop rotation practices, type of soil and topography. Not more than 3 percent of 
the State allotment shall be apportioned to farms on which wheat has not been 
planted during any of the 3 marketing years immediately preceding the marketing 

__|__ @year in which the allotment is made. 

170.9 In a referendum held July 23, 1954, 73.3 percent of the farmers voting favored 
marketing quotas on the 1955 crop of wheat and 26.7 percent were opposed to 
quotas. 

The farm marketing quota is the actual production from the acreage planted 

to wheat on the farm less the farm marketing excess. The farm marketing excess 
jushels’ His the normal yield times the excess acres but it may not exceed the difference 

703 between the actual production on the farm less normal production of the acreage 

287 allotment. 

The rate of penalty for marketing excess wheat, during any year for which 
quotas are in effect, is 45 percent of the parity price. The penalty may be avoided 
by (1) storing farm marketing excess in accordance with regulations established 
by the Secretary or (2) delivering such excess to the Secretary for his disposal. 
The farm marketing excess is subject to penalty even though it is used on the farm. 

\ wheat marketing quota is not applicable to any farm on which the acreage 
planted to wheat does not exceed 15 acres. 

With respect to the 1954 crop of wheat, Congress raised the minimum national 
wheat acreage allotment to 62 million acres (Public Law 117, 83d Cong., approved 
July 14, 1953). 

Cotton acreage allotment and marketing quota program (1,110 counties), 1955 crop 

\ national marketing quota must be proclaimed whenever, during any calendar 
year, it is determined that the total supply exceeds normal supply for Upland 
cotton and for extra long staple cotton, whenever the total supply exceeds normal 
supply by more than 8 percent. 
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Upland cotton.—On October 14, 1954, a national marketing quota of 10 milligy 
bales and a national acreage allotment of 18,113,208 acres were announce; 
Marketing quotas were proclaimed based upon the following determination. 


Bales 
1. Carryover, Aug. 1, 1954-___- 9, 000, 000 
2. Indicated production, 1954 1 12, 400, 000 
3. Estimated imports - - ; Seen 50, 000 
4. Total (item 1+item 2+ item 3)- 2 21, 450. 000 
Normal supply, 1954-55 marketing year: 
5. Domestic consumption, 1954- - - 9, 100, 000 
6. Estimated exports-__---_- 5" 4, 500, 000 
zi Total (item 5+ item 6)_-_-~- 13, 600, 000 
8. Allowance for carryover (30 percent of item 7) ---- 4, 100, 000 
9. Total (item 7+ item 8)-_-.-------- , 17, 700, 000 
10. Supply percentage (item 4--item 9) -- -- 121.2 


! October crop estimate. 
2 Total supply figure includes the commodity set aside from normal marketing channels as directed 
under title I of the Agricultural Act of 1954. 


On November 3, 1954, State acreage allotments for the 1955 crop of cotton wen 
announced, as follows: 


Acreage allotted, by State, 1955 crop 


Acreage Acreage 
State: allotment State—Continued allotment 
Alabama 1, 101, 804 Missouri 399, 627 
Arizona 333, 933 Nevada 2, 324 
Arkansas 1, 529, 704 New Mexico 182, 194 
California 778, 686 North Carolina 515, 714 
Florida 36, 283 Oklahoma 872, 532 
Georgia 950, 818 South Carolina _- 773, 945 
Hlinois 3, 056 Tennessee 593, 868 
Kansas 35 Texas ; 7, 612, 779 
Kentucky 8, 374 Virginia 18, 238 
Louisiana 648, 442 ~ 
Mississippi 1, 750, 852 Total 18, 113, 208 


irtra long staple cotton.—On October 14, 1954, a national marketing quota of 
30,000 bales and a national acreage allotment of 46,154 acres were proclaimed 
for the 1955 crop. Because of prospective large supplies, the quota was the 
“minimum” prescribed by law. 

The quotas and allotments will apply principally to American-Egyptian, Sea 
Island (in the continental United States and Puerto Rico) and Sealand cotto! 
American-Egyptian cotton is grown in the irrigated sections of southwest Texas, 
New Mexico, Arizona, and California. 


Total supply, 1954-55 marketing vear: Bales 
1. Carryover, Aug. 1, 1954- alte Same 152, 907 
2. Indicated production, 1954 crop- - - - - a 1 27, 000 
3. Estimated imports- — —__- es é ania 100, 000 
4, Total (item 1 plus item 2 plus item 3)__________-_~- 279, 907 


Normal supply, 1954-55 marketing year 


5. Domestic consumption, 1954_ _ ices sea ‘ ie 100, 000 
6. Exports__- SE Hoth y 
a Total (item 5 plus item 6)-__--- bard __.. 100, 000 
8. Allowance ie carryover (30 percent of item 7) 30, 000 
9. Total (item 7 plus item 8)_____~-- AAS. Secclons 130, 000 
10. Supply percentage - - — — _-- Diisas oldals sae . ee 2109.0 


1 October crop estimate. 
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Acreages allotted by State, 1955 crop 


Number of 
designated 


counties 


Acreage 
allotted 


na 
fornia 
Florida 
Kyeorgla 
New Mexico 
Texas 
Puerto Rico 


Total 
Entire area. 


In referendums held December 14, 1954, 92 percent of the farmers voting 
favored quotas for the 1955 crop of upland cotton and 92.7 percent favored 
quotas for the 1955 crop of extra long staple cotton. 

Upland and extra long staple cotton. —The farm marketing quota is the actual 
production from acreage planted to cotton on the farm less the farm marketing 
excess. The farm marketing excess is the normal vield times excess acres, but 

nay not exceed the difference between the actual production on the farm less 

normal production of the acreage allotment. 

For upland cotton, the farm marketing excess is subject to a penalty at a rate 
equal to 50 percent of parity price as of June 15 of the calendar year in which the 
crop is produced and for extra long staple cotton the penalty rate is the higher 
of 50 pereent of parity price or 50 percent of support price. 


(orn acreage allotment program (1955 commercial corn-producing area—S05 
counties) 

On November 5, 1954, the Department announced that acreage allotments 

uld be in effect for the 1955 crop and also designated a commercial corn- 

producing area of 805 counties in 21 States. Marketing quota provisions relating 

‘corn were repealed by Public Law 690, 83d Congress. 


Dp 


ce acreage allotment and marketing quota program (147 counties) 
On December 30, 1954, a national rice acreage allotment of 1,859,099 acres and 
narketing quotas for the 1955 rice crop based on this acreage were proclaimed. 

{ referendum will be held January 28 to determine whether producers favor 

wtas for the 1955 marketing vear. 

The 1955 national acreage allottnent is 24.7 percent less than estimated 1954 
rice plantings of 2,467,000 acres but only about 11 pereent below the 5-vear 
average of United States rice plantings. 

The 1955 national acreage allotment, if vields are normal, should produce a 
crop of 44,135,000 hundredweight for the 1955-56 marketing year. This quantity, 
vith the carryover of 14 million hundredweight would equal the normal supply 
vhich has been determined at 58,135,000 hundredweight. 

In determining the need for rice quotas on the 1955 crop, the total supply of 
rice for the 1954-55 marketing vear was estimated at 66,857,000 hundredweight, 
\7.6 percent above the normal supply figure and 7.6 percent above the marketing 
\u0ta level. This supply resulted from a record 1954 crop of 58,950,000 hundred- 
weight and a 1953 crop carryover of 7,557,000 hundredweight, plus imports of 
390,000 hundredweight. With domestic consumption for the marketing year 
estimated at 26,857,000 hundredweight and exports of 26 million hundredweight, 
arecord carryover of 14 million hundredweight would be left to go into the 1955-56 
marketing year beginning August 1, 1955. 

tice acreage allotments have not been in effect since 1950 and quotas have 
been proclaimed only once before (1939 crop). Producers disapproved quotas in 
the referendum. 

The national acreage allotment will be apportioned among the States of Arkan- 
sas, Arizona, California, Florida, Illinois, Louisiana, Missouri, Mississippi, South 
Varolina, Tennessee, and Texas. 
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Determination of normal supply, marketing quota level, total supply, and supply 


percentage 
Thousand 
3 hundred. 
Normal supply and marketing quota level: weights 
1. Estimated domestic consumption, 1953—-54__._..._........---- 25, 620 
ee nn cc aabbhdnadndmeemnkebe 26, 000 
3. I i i hs bi mannan emeei iets 51, 620 
4. Allowance for carryover (10 percent of item 3)_......_---_-__- 5, 162 
5. Normal supply (item 3 plus item 4)___._-.--------.--- 56, 782 
6. Marketing quota level (110 percent of item 5)__________-___-_- 62, 460 
Total supply and supply percentage: ae 
ee EE 7, 557 
8. Estimated production in 1954_................-.-----.---.- 58, 950 
9. Estimated imports, 1954—55__._.................-.---..---- 350 
10. Total supply (sum of items 7, 8, and 9)__________--__-- 66, 857 
11. Supply percentage (item 10 divided by item 5)_____._-_--_---- 117.6 


Determination of normal supply and national acreage allotment 


Thousand hun- 





Normal supply: ! dredweights 
1. Estimated domestic consumption, 1954—55________._------ 26, 850 
iy nn INIT Un. ener wun seca n=per 26, 000 
3. emis 0 SOT A isa cc cemaioccccccccccmee cand 52, 850 
4. Allowance for carryover (10 percent of item 3)____.--._-_-- 5, 285 
5. Normal supply (item 3 plus item 4)__._-.---.------- 58, 135 
National acreage allotment: 
6. Estimated carryover on Aug. 1, 1955........-.----------- 14, 000 
7. Indicated production needed in 1955 (item 5 minus item 6)_- 44, 135 
Pounds 
8. National average yield per planted acre, 1950—54__________- 2, 374 
9. Indicated acreage allotment for 1955 (item 7 divided by Acres 
SR a cre Gea oe kee ed cided op orn @ xia: mem an hen eee 1, 859, 099 
10. Estimated acreage planted in 1954___________--__----_---- 2, 467, 000 
11. Indicated percentage reduction from 1954 plantings 100.0 
IIS OI a is il een ae 24.7 


1 Normal supply is for the marketing year commencing in the calendar year for which the national acreage 
allotment is determined. 


Assistance to Selective Service 

State and county ASC committees provided selective service boards with back- 
ground facts and figures on production and with information on labor needs to 
meet production schedules. Close working relationships between State and 
county ASC committees and State and local selective service boards proved of 
valuable assistance in the classification of kev agricultural workers. 


Food materials and requirements 


The continuing activities of the Department in the area of preparedness meas 
ures relating to food and the domestic distribution of farm equipment and supplies 
are being financed from this appropriation. 


COSTS OF PREMEASUREMENT OF ACREAGE 


Mr. Wuirren. Mr. Berger, one matter which has come to my 
attention in connection with acreage allotments is that, in many 
places it is thought that the cost which the farmer has to pay, if he 
wishes his land to be premeasured, apparently exceeds the actual 
cost. A report from your agency is that that is not correct. But 
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acreage 


+) connection with that, I find that there is no audit of the funds that 

» into and out of the county offices. In other words, you do not 
have any record in your department to show funds collected for these 
arious activities by the county committee, and what is expended by 
them. Now, is that a correct statement as to the facts? 

Mr. Beacu. We do not have such records in the Washington office, 
jir—that is correct, but the auditors who audit the county office 
operations go directly to the county and make the audit on the site. 
They do have available all of the county offices figures including deposit 
dips, bank statements, expense vouchers, and all of that which would 
indicate clearly what money had been received and placed in the 
bank and what money had been spent from the bank account. 

Mr. Wurrren. It still leaves the county committee with consider- 
able discretion as to the expenditure of that money, does it not? 

Mr. Bnacu. The way the fees are determined for premeasurement 
or premeasuring is on the basis of average cost for the State as a 
whole. 

Mr. Wuirren. That may be true, but how much overhead is 
charged up to that? How much in addition to the actual cost of the 
fieldman who goes out and does the measuring? Do they charge up 
about 20 percent of the overall operation of that county office to the 
feldman who is out there premeasuring. Part of the cost may be 
spent for something other than the man out there measuring the 
person’s land. Do you have any check on that? 

Mr. Beacn. No; I don’t have a check on the actual expenditure of 
the funds except those developed by audit. 

Mr. Wairren. You might audit it and it might show that the local 
committee had collected so much money, expended so much, and had 
so much left in the bank account. The three figures might balance, 
but it would still not show whether the money was properly spent for 
the particular work. In other words, do you know whether they 
keep a special account for premeasurement? 

Mr. Bracn. No, sir; they do not, Mr. Chairman. 

Mr. Wuirtren. Your audit is not worth the paper it is written on, 
except to show that nobody pocketed the money. 

Mr. Bererr. Could Mr. Manwaring speak to this? 

Mr. Manwarinea. I just wanted to add one thing and that is that 
the expense accounts of each county go into the State office each 
month and their estimate for the succeeding month also goes to the 
State office. I think it is still true, however, that there is no break- 
down on that of the funds obtained for premeasurement and the use 
made of those funds. 

Mr. Wuitten. I mention cotton again because I know it—and I 
hope these gentlemen from other areas where they are familiar with 
other commodities will speak up and develop it—but with regard to 
cotton, I think we have lost thousands of acres to foreign countries 
because of not planting. And one of the prime reasons for not plant- 
ing cotton acreage allowed is that the farmer hates to plant cotton 
and do all the work he has to do and invest $125 an acre, and then 
at the end of the thing find he has to plow it up. So if he cannot get 
prompt premeasurement, or the cost of it is prohibitive, he plays it 
safe. Frequently, I am afraid, he has held his total acreage lower 
than what he might have planted for that reason. 
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Another factor that might enter into it is this: If you have actually 
worked with cotton and have done the work yourself, your acreay 
seems to be alot more than it is. I have had that experience. Douhy. 
less that may be. But unless we have some actual check of the itey 
itself, I do not see how you can say that the premeasurement charge 
are not more than the actual cost of premeasuring. Apparently it 
lumped in with many other activities at the county level. 

Mr. Manwarina. Mr. Whitten, the State office gets at the cost of 
that premeasurement by doing some checking at the county level to 
determine what it does cost to measure an acre of land and then using 
an average for the State. The cost of measuring an individuals 
acreage of cotton may be higher than the average. That is offset by 
the lower cost to some other individual. But we have asked them to 
make a thorough study of that and not set arbitrary costs or not 
include these extra costs into that rate. 

Mr. Bracu. There is an additional spot-checking cost in addition 
to the actual measuring, and the office work in computing acreage 
has to be charged into that premeasurement of cost. 

Mr. Wuittren. Now you are getting into it. Now, why should the 
man who wants to be absolutely correct and have you premeasure, 
pay any part of the office cost any more than anybody else? 

Mr. Beacu. The office cost I mentioned relates strictly to calcula- 
tion of acreages on the measurement of his farm, premeasurement, 
not the general office overhead. 

Mr. Wuirren. How are you going to separate the part that has to 
do only with premeasuring? If it is premeasured, it does not have to 
be done twice. So there is no more cost otherwise to have it done in 
advance than to do the work at the regular time. 

Mr. ManwarinG. What Mr. Beach refers to is the use of the 
planimeter where we use an aerial photograph and where we measure 
a field for the man and he says where his cotton will be planted; we 
take that to the county office and run a planimeter over that acreage 
and tell him whether that is within his allotment. If it is larger than 
his allotment they usually work that out in the county office and 
then the man goes out and measures the field which will be within. 
I think that is what Mr. Beach has reference to and which applies 
directly to that premeasurement. In other words, the actual measure- 
ment is not necessarily on the field but may be done by a planimeter 
in the county office. 

Mr. Wuirren. In the absence of premeasurement, you would not 
actually go to his field in some cases? 

Mr. Manwarina. Yes, sir; we would to to the field to determine 
whether that field did have cotton in it and to determine what the 
natural boundaries were, if any, of that field; and to measure from a 
natural boundary, or a permanent boundary to the cotton itself. 
They are required to visit every field. 

Mr. Wuirtren. It strikes me that the system is a mighty lax 
approach to dealing with as big an operation as you have. I can see 
so many places where the present system does not work properly, and 
that is borne out by every investigation that we on this committee 
have had. I have reached the point where I am willing to make some 
changes in the organizational setup, if 1 knew what kind to make. 

Mr. Bercer. You do not recommend getting rid of the county 
committees altogether; do you? 
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LOSSES ON STORED COMMODITIES 


Mr. Wuirten. No, I donot. But, if we are going io lose hundreds 
of millions of dollars in deteriorated commodities due to faulty storage 
and things of that sort, I do not want to leave the responsibility at 
the place where that is happening. I realize that there have been 
many places where that has not happened. We have had very little 
dificulty in the South; not that we have handled it any better, but 
the commodities that we have are largely cotton, which is considerably 
a different thing from a storage standpoint than commodities which 
are grown in many other areas of the country. But to put the 
responsibility of protecting and handling these large amounts of 
grain which we have all over the country, partic ularly in grain, on a 
farmer- -elected committee might have looked good. But after 19 
vears’ experience, where we ‘have had these losses, it makes you 
wonder if you do not need more help, at least, from a regular employee 
who has more direct responsibility. That comes as a result of our 
investigations. And again, may I say, for every place where that has 
happe ned, doubtless there are hundreds of places where the local 
people have don* a marvelous job with little remuneration for handling 
it. 

Mr. Manwarina. Mr. Whitten, if you take the total amount of 
the commodities stored and compare that to the total losses of the 
commodities under the direction of the county committees and their 
employees, you will find the percentage is very low. We do have 
cases where it has been bad. We have followed up every one that 
has been called to our attention, not only by addressing ourselves to 
the specific case, but by calling the attention of the State committee 
and the other State committees to this one deficiency and asking them 
to look at their own operation and correct a similar deficiency in 
every case. We do have mistakes and we do try to follow up on them. 
But the percentage of loss, compared to the total in bin storage, is 
very small. 

Mr. Wuitrren. You still insist that your system is good? 

Mr. Manwarina. No, sir. I think basic ally it is sound. I think 
we have not given it sufficient supervision. 

Mr. Bercer. Which, of course, is the reason we are requesting 
funds for additional supervision in the budget—so we can get a little 
closer to it. 

DIRECTION OF BIN INSPECTION 


Mr. Manwarina. Along this same line, following this same subject, 
we have a section 388 limitation within which we attempt to inspect 
bin sites. In most counties, those bin supervisers are under the 
direction of the county office manager and he under the direction of 
the county committee. Is it appropriate for us to have the State 
office select bin crews which would move from county to county and 
be paid from section 388 funds? 

Mr. Wuirren. I think one of the weaknesses is the fact that at 
the local level, with the desire to go along with the program, and help 
the ( Government, the tendency ‘to be lax exists. If you had _ bin 
inspectors operating out of the State office or some other place so 
that they are not strictly local people, it would be wholesome. That 
is based on my observation in many other fields. While it is a posi- 
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tion that someone might have hesitated to take at the outset, exper. 
ence shows that unhappy findings in some areas, which as you gg; 
may be a small percentage of the total, certainly justify your taking 
a new look and seeing if experts who would come nearer holding ty 
the line might not be an improvement. 

Mr. Manwarine. Our problem, if we go to State office employers 
paid out of State office funds, is that our limitation at times is top 
stringent on section 392 funds, is that not right, Mr. Beach? 

Mr. Breacu. The problem you get into is the fact that you haye, 
limitation which says that any work done at the county level whic, 
is appropriately a job of the county committee, shall be financed 
from the section 388 account. That means in the case of CCC tha; 
that is financed from nonadministrative funds not subject to the 
administrative expense limitation of capital funds of the corporation, 

What Mr. Manwaring is pointing out is, if it is paid for out of the 
State office limitation, section 392, it comes out of the CCC adminis 
trative expense limitation. Those are the funds used for the payment 
of Federal employees. 

Mr. Wutrren. It would not necessarily mean any more expenditur 
in the handling of this program, but it would require to some extent 
a higher limitation on the amount of administrative funds the CCC 
could expend. 

Mr. Breacu. That is correct, sir. Use of a larger portion of the 
CCC administrative expense limitation would be involved. 

Mr. Wuirren. What part you would spend out of the corporate 
fund, where it would be chargeable to the operating funds of the 
corporation? I would like to have a report in detail to the committe: 
as to how much relief in that regard might serve to correct this thing, 
I think it is a move in the right direction. 

Mr. Manwartina. May I make one more comment on this? 

Mr. Wurrtren. Yes, sir. We have a very real problem here in my 
judgment, and we welcome any suggestion or any discussion. 

Mr. Manwarina. We feel as though we have made some progres 
in solving this problem by asking county committees to hire in all 
counties a county office manager. We have asked them to choose the 
best qualified man they can find. We hope that he will take off ther 
shoulders details of operation which he is better able to carry out, and 
that he will give more strict attention to this than the committees witl 
their responsibilities at home running their own farms could give. 

Now, it is provided in the regulations that he may be removed by 
the State committee, or by the Washington office, if he fails to carry 
out the duties of his office. We do not expect we will have to do that 
often. We hope we never will have to, but we feel with that arrange 
ment we will have a little better control of what is done in the county 
than we would otherwise. The county committee still chooses the 
county office manager within certain qualification limitations, 




























SECTION 388 


Mr. Wuirren. Referring back to section 388, my attention is called 
to the fact that it might constitute some problem with the Gener! 
Accounting Office. Can we have section 388 inserted in the recor 
at this point? 
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Sec. 388 of the Agricultural Adjustment Act of 1938 is as follows:) 


Sec. 388. (a) The provisions of section 8 (b) and section 11 of the Soil Con- 
kervation and Domestic Allotment Act, as amended, relating to the utilization of 
Ktate, county, local committees, the extension service, and other approved 
gencies, and to recognition and encouragement of cooperative associations, shall 
apply in the administration of this Act; and the Secretary shall, for such purposes, 
utilize the same local, county, and State committees as are utilized under sections 

7, inclusive, of the Soil Conservation and Domestic Allotment Act, as 

The local administrative areas designated under section 8 (b) of the 

Soil Conservation and Domestic Allotment Act, as amended, for the administra- 

ion of programs under that Act, and the local administrative areas designated 
for the administration of this Act shall be the same (7 U. 8. C. 1388 (a)). 

b) The Secretary is authorized and directed, from any funds made available 
for the purposes of the Acts in connection with which county committees are 
utilized, to make payments to county committees of farmers to cover the esti- 
mated administrative expenses incurred or to be incurred by them in cooperating 
in carrying out the provisions of such Acts. All or part of such estimated admin- 
istrative expenses of any such committee may be deducted pro rata from the Soil 
Conservation Act payments, parity payments, or loans, or other payments under 
such Acts, made unless payment of such expenses is otherwise provided by law. 
The Secretary may make such payments to such committees in advance of 
determination of performance by farmers (7 U. 8. C. 1388 (b)). 

Mr. Wurrten. Is that so restrictive as to limit the work that you 
can do with the administrative fund, or is that an interpretation you 
put on it as to what work you can do under 388? 

Mr. Beacu. It is restricted by law, as far as we are concerned- 
we have a Solicitor’s opinion on the basis of which we operate. It is 
only that work which is work of the county committee, regardless 
where it is performed, that can be charged to section 388. Now, the 
other restriction—— 

Mr. Wuarrten. As I get it, then, the restriction is not what you can 
do with the administrative funds; but you cannot charge up to the 
general operating account of the corporation work that the county 
committee does. 

Mr. Beacu. We can charge any work on the CCC operations to 
section 388 at the county level. At the State level, we have another 
account which is section 392, and which was set up specifically to pay 
the National and State office costs of supervision of the county offices. 
When you get into a job of the State office we have been told that it 
should be charged against section 392. If you use Federal employees, 
that is, civil-service employees, you should pay them from section 392. 
So that you have, really, a double restriction. One is on the do not 
side and one is on the do side. We have as much limitation as we need 
at the county level because we utilize CCC capital funds, and we may 
have enough limitation at the State level. 

Mr. Manwarina. I think we could still accomplish the same things 


SOLICITOR’S OPINION ON SECTION 388 


Mr. Wurrren. We would be pleased, if you already have a decision, 
to have it in the record. I am clearly convinced, although I do not 
know about other members of the committee, that we must either 
make some provision for a more adequate check, which means a very 
tight supervision of the county offices on this inspection, or we must 
provide that the inspection be done through some means. We would 
be interested in that opinion to see if it will improve the operations 
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to shift the money from one pocket to another. We are using { 
same dollars, but one phase of it is under limitation and one is not. 
Mr. Manwarina. Surely. 
(The information referred to follows:) 


OcTOBER 22, 1942 
To: M. Clifford Townsend, Administrator, Agricultural Conservation 4) 
Adjustment Administration. 
From: The Solicitor. 
Subject: Section 388, Agricultural Adjustment Act of 1938, as amended. 


In a memorandum dated September 21, 1942, from John B. Wilson, Jr., Assist 
ant Administrator, our opinion was requested as to whether or not, out of th 
appropriation available for local administration under the authority of sects 
388 (b) of the Agricultural Adjustment Act of 1938, as amended (7 U.S. C. 19 
ed. 1388 (b)), an allotment of funds could legally be made for the purpose of payir 
therefrom certain items of administrative expense incurred by virtue of th 
operation of county agricultural conservation associations and applicable to q 
associations within a given region or regions which, because of the impracticabilit 
of directly charging each association, have previously been charged against allo 
ments of funds to the State offices. These are costs which properly should | 
borne by the county associations. Because of the provisions of section 392 (| 
of the act, as amended (7 U. 8S. C. 1940 ed. 1392 (b)), limiting to 3 percent tly 
amount which may be expended for the administrative expenses of the nations! 
regional, and State offices of the Agricultural Adjustment Agency, the amount ¢ 
money otherwise available for State, regional, and national office expenditures | 
considerably reduced. By allotment of funds from that part of the appropriatic 
allocated for local administration, the expenses of the type mentioned would | 
borne by the proper fund. 

Section 388 (b) of the Agricultural Adjustment Act of 1938, as amended, pro 
vides: 

“The Secretary of Agriculture is authorized and directed, from any funds 
made available for the purposes of the Acts in connection with which county 
committes are utilized, to make payments to county committees of farmers t 
cover the estimated administrative expenses incurred or to be incurred by them 
in cooperating in carrying out the provisions of such Acts. All or part of sue! 
estimated administrative expenses of any such committee may be deducted pm 
rata from the Soil Conservation Act payments, parity payments, or loans, or 
other payments under such Acts, made unless payment of such expenses is other 
wise provided ty law. The Secretary may make such payments to such con- 
mittees in edvarce of determination of performance by farmers.” (7 U.S. ¢. 
1940 ed. 1388 (b), February 16, 1938, 52 Stat. 68.) 

It might seem from this that the payments authorized are to be made only 
to the county committees. However, the authority to make payment to 4 
county committee, an administrative instrumentality of the Secretary, would 
seem of necessity to include, as a corollary, the authority to make payments 01 
account of supplies or services obtained for the use or benefit of the county con- 
mittees by the State or regional or national offices of the Agricultural Adjustment 
Agency. Consequently, in our opinion, an allotment, from the part of the appr- 
priation allocated for local administration, of funds to cover those expenditures 
which are properly chargeable to the local administration of the acts in connet- 
‘tion with which county committees are utilized is legally permissible, even thoug!, 
instead of making payments directly to the respective county committees, th 
payments are made from the part of the appropriation available for such direct 
payments. 

In our judgment, the real test is whether the item of expenditure is proper! 
attributable to the operations of the county committees or to the operations of th 
national, regional, and State offices. The fact that work which should be done! 
the offices of the county committees, if at all practicable, is done, for reasons 
economy and efficiency, in a State or regional office or the national office, does no 
alter the essential character of the expenditures necessary to accomplish such work. 
Expenditures properly attributable to the operations of the county committe 
should be: chargeable to the appropriation available for payment of count’ 
committee expenses. Furthermore, as to items of supplies and the like, purchaseé. 
for the sake of economy, on a nationwide or regional or State basis for the use 0 
county committees, we find nothing in the statutes which requires resort to halt 
splitting by figuring to the ultimate detail what amount of such a purchase * 
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: ttributable to the administrative expenses of each of the respective county 
sing th ommittees. The inordinate cost of such detailed analysis would serve no useful 
S Not, MBurpose, in our opinion, since there is ample authority in the statute to furnish 

uch items to the county offices without making charges therefor against the 
articular county committee. This view is all the more reasonable when we 

onsider that there are a number of expenditures which in fairness could not be 

, 1942 Hireated as items deductible from payments to farmers, although they are clearly 
xspenditures occasioned through the use of county and other local committees. 

yr view in this matter appears to be fully in accord with that of the Comptroller 

‘eneral of the United States expressed in his decision on A—44002, dated November 

1938. In that decision he declared that there was no necessity—in fact, no 
dministrative justification—for each county agricultural conservation association 

o issue a Check to the Federal Government to furnish funds for its contribution 

it of thalifo the county association indemnity trust fund, when the 3,000 transactions 
f Sectiogiminvolved could be handled much more simply and cheaply by making one payment 
', 19@MMyt of the Federal appropriation into the trust fund and notifying the respective 
f payingmmssociations that the matter had thus been attended to. Consequently, there 































> Of thmppears to be no legal objection to the allotment from the appropriation for the 
urposes proposed. 

icabilit Rospert H. Sxareps, Solicitor. 
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priatioga Mr. MarsHauy. Mr. Berger, your statement confirms a report that 


ould bg have had on a number of occasions concerning the lack of stability 
nour county offices. Where you discuss the turnover and often- 
times the office manager has had a difficult time learning of some of 
> funaamthe responsibilities of the position. The county committees have 
countfmelt, rightly or wrongly, that they have been relieved of some of the 
mers ti™responsibility that they have in protecting the interest of Commodity 
a redit; that that is now under the control of the office manager or 
ted pre State office. The operations of a county office are complex, as | 
ans, ofm™think we are appreciating more and more. It is difficult to find an 
s othe-Mofice manager who will assume those responsibilities. I would judge 
that on page 14 where you state: 

This adds to the training job the State officers must perform. Most of the 

le only #State committees and farmer fieldmen and manv of the State administrative 


to aMMofficers are new, and this makes their job more difficult. 
would . . 
wake of I certainly agree with that statement. As I pointed out to Mr. 


y conf Manwaring, it seems to me that it is not a problem of these people 
stment™@ being new, but also in many many instances, inexperienced in the 
thon operation of county offices. It puts an increasing burden upon their 
onnecfgsvoulders because of the lack of information that they have of the 
hough. complexity of the operations of the county office. I have been follow- 
es, thing that up on your chart and I note as we go up in your chart above 
dire State offices that you have area directors. How many area directors 
‘oper! do you have? 

of the Mr. Beacu. We have six, sir, including the insular area.’ Five 
lone MM for the United States and one for the insular area. 

yi lr. Marswauy. As I understand it, these people carry out the 
wokMldministrative policy between the Washington office and the States? 
nites! Mr. Bercer. That is right, sir. 

oun =6Mr. Marsuauu. Do you feel that 5 or 6, as you stated, are sufficient 
me 'o carry out that operation? 

hairf Mr. Bercer. They have assistants. 
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Mr. Beacu. 1 think Mr. Manwaring can discuss the staffing 
pattern. That is, the head of the area has assistants. Would yo 
care to discuss that, Mr. Manwaring? ) 

Mr. Manwaring. We have an area director, Mr. Marshall, a deputy 
director, and an assistant director, and additional men in tho 
areas that have a large number of storage bins to take care of the 
storage problems within the area. So that in most of them there ap 
four persons besides the clerical staff. 

Mr. MarsHa.u. Do you direct the operations of these area super. 
visors, Mr. Manwaring? 

Mr. ManwaRina. Yes, sir. ; 

Mr. MarsHaui. What is your policy as far as the travel of these are 
supervisors are concerned? How much time do they spend in the 
State offices? 

Mr. Manwarina. We have asked that 2 of those 3, who are 
general administrative work, be in the field constantly. Now, they 
rotate that so that one of them is here all the time because there are 
many questions that come in from the States direct and someone needs 
to be here to look into those problems and get the answers back. 

Mr. MarsHa.u. Judging from some reports that I have, it would 
seem to me that there has been a considerable amount of travel on 
the part of these area supervisors going out to a State, back to Wash- 
ington, going out to another State, back to Washington, without any 
attempt being made to see that their travel is coordinated and that 
they are making the best use of their time in the field. I call that to 
your attention because it was rather forcibly called to our attention. 


COORDINATION OF DIVISIONS OF CSS 


Now, I also notice on your chart that you have innumerable divi- 
sions. Under the Deputy Administrator, Price Support, you have 
the Cotton Division, Grain Division, Livestock and Dairy Division, 
Tobacco Division, Sugar Division, Oils and Peanuts Division, Com- 
modity Disposal Coordination Divisidn, Price Division, Barter and 
Stockpiling Division. These divisions are responsible to a Deputy 
Administrator in charge of price support program. They are all 
under the office of the Administrator. Then you have another line 
of authority also going from the office of the Administrator to the 
Deputy Administrator of Production Adjustment. 

My question is this: How in the world can you, with that split di- 
vision, have the field people be aware of the procedures that are being 
issued by all of these various divisions? I am vague as to how that 
could possibly be coordinated. 

Mr. Bercer. It does take coordination. There is no doubt about 
that. These people are responsible to this particular deputy directly 
rather than being responsible to two people, which is awfully hard to 
do, to work for two people. As far as coordination, there is perfect 
coordination going between the two deputies and their men in the 
field of operation. 

Mr. Marsnauu. Under this procedure do you think you can have 
the best possible coordination? 

Mr. Bercer. I certainly set it up with the idea that it was going to 
be a decided improvement. 
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REPORTING LINES AND WORKING RELATIONSHIPS WITHIN CSS 


Mr. Beacu. We have an instruction from the Administrator to all 

the divisions and offices of the CSS which sets forth explicitly the 
eporting lines and operating relationships so there can be no mistake 
bout how it is supposed to operate. We have had no indication that 
tis operating otherwise than what this says. We would like to make 
his available to you if you would like to have it. 

\ir. MARSHALL, That will be fine. 

(The material referred to follows:) 


United States Department of Agriculture, 
Commodity Stabilization Service. Instruction 101-3 
All divisions and offices. 


REPORTING LINES AND WORKING RELATIONSHIPS WITHIN CSS 


Approved EL 
WaLTrerR C. BERGER, 


Acting Administrator. 
I. PuRPOSsE 


This instruction provides information concerning the reporting lines and work- 
ing relationships between Commodity Stabilization Service and Agricultural 
Stabilization and Conservation organizational units involved in carrying out the 
assignments of responsibilities indicated by the attached functional organizational 
chart for the Commodity Stabilization Service. 


II. Rerportine LINeEs 
A. TO THE ADMINISTRATOR 


1. The following report directly to the Administrator: 
Associate Administrator 
Deputy Administrator, Price Support 
Deputy Administrator, Production Adjustment 
Deputy Administrator, Operations 
Executive Assistants to Administrator 
Consultants staff 
Audit Division 
Compliance and Investigation Division 
Food and Materials Requirements Division. 

(a) The Associate Administrator is authorized to act for the Administrator 
with respect to the responsibilities of each of the above units, and, to the maxi- 
mum practicable extent, the line of reporting should be to the Associate 
Administrator. 


B. TO THE DEPUTY ADMINISTRATOR, PRODUCTION ADJUSTMENT 


1. The following report to the Deputy Administrator, Production Adjustment: 
Area directors 
Performance and Aerial Photographic Division 
ASC State and county offices 
(Under responsibility assigned to the CSS by the Secretary of Agriculture, 
pursuant to Reorganization Plan 2 of 1953, chapter 11, Administrative Regula- 
tions, USDA.) 


Cc. TO THE DEPUTY ADMINISTRATOR. PRICE SUPPORT 


_ 1. The following report to the Deputy Administrator, Price Support, concern- 
ing all aspects of their operations except program policy formulation with respect 
to the agricultural adjustment program and the payment and production adjust- 
ment aspects of the Sugar Act. (See sec. III on operating relationships.) 

Cotton Division 

Grain Division 

Livestock and Dairy Division 

Oils and Peanuts Division 

58682—55—pt. 8 —22 
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Sugar Division 

Tobacco Division 

Commodity Disposal Coordination Division 
Price Division 

Barter and Stockpiling Division. 


D. TO THE DEPUTY ADMINISTRATOR, OPERATIONS 


. 
1. The following report to the Deputy Administrator, Operations: 
Administrative Services Division 
Budget Division 
Fiscal Division 
Personnel Management Division 
Information Division 
Transportation and Warehousing Division 
CSS commodity offices 
(a) The Information Division v ill report direct to the Administrator for overgil 
information policy determination and relationships with the press. 
(6) The CSS commodity offices may receive program policy determinations 
and interpretations direct from the Deputy Administrator, Price Support. 


Til. Operatrinc RELATIONSHIPS 
\. RELATIONSHIPS OF DEPUTY ADMINISTRATORS 


1. rach division and office of CSS bas full responsibility for performance of 
its funetions vit in policies approved or determined by the Administrator, the 
Associate Administrator, and the respective Deputy Administratcrs. 

(a) In t'e ease of a number of important commodities, the program polic 
formulation function involves not only price support and other similar prograys 
which are t' e responsibility of t'e Deputy Administrator, Price Support, but als 
the production adiustment program and the payment and production adjustment 
aspects of the Sugar Act which are the responsibility of the Deputy Administra- 
tor, Production Adjustment. Also, the actual operation of both the price sup- 
port and similar programs and the production adjustment program and tl: 
payment and production adjustment aspects of the Sugar Act at the State and 
county levels are the respcnsibility of the Deputy Administrator, Productio: 
Adjustment, and the actual operations in the CSS commodity offices are the 
responsibility of t!e Deputy Administrator, Operations. The Deputy Adminis- 
trator, Operations, also has overall responsibility for the general field of services 
performed by the Administrative Services, Budget, Fiscal, Personnel Manage- 
ment, Information, and Transportation and Warehousing Divisions. Ther 
follows a delineation of the funetions of each Deputy Administrator with refer- 
ence to each of the other two Deputy Administrators and their respective rela- 
tionships to the several organizational units of CSS. 

(1) Po’icy determinations and interpretations 

(a) The Deputy Administrator, Price Support is responsible for program polic\ 
determinations and interpretations thereof relating to CCC price support and 
other commodity ! programs esrried out by CSS. 

(6) The Deputy Administrator, Production Adjustment, is responsible for pro- 
gram policy determinations and interpretstions thereof relating to the productio! 
adjustment program and the payment and production adjustment aspects of the 
Sugar Act, carried out by CSS, and for operations within established policy of al! 
CSS and ACPS programs through ASC State and county offices. 

(c) The Deputy Administrator, Operations, is responsible for ell operating 
policy determinetions with respect to the services performed by the divisions 
reporting to him, for operetion of the CSS commodity offices, within esteblished 
program policy, and for the technical adequacy of the systems and procedures 
governing opers.tions of all CSS and ASC units within the fields of work assigned 
to him. 

(d) Each Deputy Administrator is authorized to act for the Administrator 
within his field of responsibility, clearing with the Associate Administrator or 
Administrator only those matters which in the Deputy Administrator’s judgment 
are of sufficient importance to require clearance. 





1 As used herein, the term ‘‘commodity program’’ does not include the production adjustment progral 
(acreage allotments and marketing quotas) and the payment and production adjustment aspects of the 
Sugar Act. 
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Each Deputy Administrator shell be responsible for ascertaining that eac! 
‘the other Deputy Administretors is enabled to perticipete in the process of 
yogram or operating policy determinetion et the policy formulation or develep- 
Peptal stage, or et the time considers.tion is being given to changes in existing 
wlicv, Whenever such determinations will have an ultimete effect on the per- 
forn of the resporsibilities of se nother Deputy Administretor. This pertici 
tien should include, but net be limited to, apprepriete represert:.tion et 
eetings, conferences, ete., with commodity end other divisions, ASC State 
fices «nd others. 

f) It shall be the responsibility of each Deputy Administrator to make such 
recommendations to the other ae Administrators for changes in program or 
operating policy which appear desirable from the standpoint of improving the 
performance of his own roononeibaiien. 


Issuance of procedures and instructions 

a) The Deputy Administrator, Price Support, shall issue program policy 
determinations and interpretations thereof relating to CCC price-support and 

ther commodity programs to CSS commodity offices and commodity divisions, 
except that all formal operating procedures issued under the CSS ser 

nanual system given the CSS commodity offices, wherever they may originate 

shall be cleared through and signed by the D Jeputy Administrator, Operations. 
Copies of all letters, memoranda, and wires sent to CSS commodity offices by the 
Deputy Administrator, Price Support, shall be furnished the Deputy Adminis- 
trator, Operations. 

The Deputy Administrator, Production Adjustment, shall issue policy 
determinations and interpretations relating to the production adjustment program 
and the payment and production adjustment aspects of the Sugar Act to ASC 
State and county offices and commodity divisions. All formal operating pro- 
cedures issued to ASC State and county offices shall be cleared through and signed 
by the Deputy Administrator, Production Adjustment. Copies of all letters, 
memoranda, and wires sent to ASC State offices by commodity or other divisions 
of CSS, shall be furnished the appropriate area director of the Office of the Deputy 
Administrator, Production Adjustment. 

The Deputy Administrator, Production Adjustment, shall clear with the 
Deputy Administrator, Operations, any instructions issued the ASC Sts ate offices 
which will affect CSS commodity office operations. The Deputy Administrator, 
Operations, and Deputy Administrator, Price Support, shall clear with the 
Deputy Administrator, Production Adjustment, any instructions to CSS com- 
moditv offices which will affect ASC State or county office operations. 

c) The Deputy Administrator, Operations, shall issue to all Washington units 
of CSS and the CSS commodity offices all operations policy determinations and 
interpretations with respect to the work of the Administrative Services, Budget, 
Fiscal, Personnel Management, Information and Transportation and Ware- 
housing Divisions. 


3) Field offices—Contact with Washington divisions 


a) CSS iaieadite offices and ASC State offices shall ordinarily direct all 
inquiries and other correspondence relating to work of CSS divisions to the 
respective division directors. ASC State offices shall concurrently furnish copies 
of such correspondence (except routine reports and transmittals) to the appro- 
priate area director. Division directors shall be responsible that the appropriate 
Deputy Administrator signs correspondence which determines policy within his 
field of responsibility. Any verbal instructions given a CSS commodity office 
or ASC State office shall be immediately confirmed in writing. 

b) Commodity divisions will send direct. to CSS commodity offices such items 
as shipping authorizations containing program and shipping details, abstracts or 
copies of purchase, repackaging, processing, or reprocessing contracts, designation 
of offices to order shipments, ocean-freight arrangements, nominations of fre ight 
forwarders, request for availability reports, sales price changes, etc. 

Commodity divisions and other divisions will communicate directly with these 
offices on other detail day-to-day ope pore: but shall pre Ray communications 
dealing with program policy matters for the signature of the Deputy Adminis- 
trator, Price Support, and communications dealing with operating policy matters 
for the signature of the Deputy Administrator, Operations. 

(c) Commodity divisions and other divisions will communicate directly with 
ASC State offices on detail day-to-day operating matters, but shall prepare 
communications dealing with program or operating policy matters for the signa- 
ture of the Deputy Administrator, Production Adjustment. In all cases infor- 
mation copies shall be furnished to the appropriate area director. 
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(d) Field visits by Washington personnel other than area directors, auditor ,mp{il( 
and investigators shall be arranged with the concurrence of the Deputy Admjy. ned 
istrator, Operations, in the case of visits to the CSS commodity offices and With 
the concurrence of the Deputy Administrator, Production Adjustment, jn ¢y 
case of ASC State or county offices. 
(4) Admtnistrative functions oe 

(a) With respect to those divisions which have responsibility for the productig 
adjustment program (cotton, grain, oils and peanuts, and tobacco) and the Sugy 
Division with respect to the payment and production adjustment aspects of thy 
Sugar Act, the Deputy Administrator, Price Support, shall consult with th 
Deputy Administrator, Production Adjustment, with respect to any proposals ty 
change the organization, staffing level, or key personnel of the branches in they 
divisions which perform work in the agricultural adjustment program or the pay. 
ment and production adjustment aspects of the Sugar Act. The Deputy Admip. 
istrator, Production Adjustment, shall make such recommendations to the Deputy 
Administrator, Price Support, as appear to him desirable with respect to thee 
branches to facilitate the performance of his program responsibilities. 

(b) The Deputy Administrator, Production Adjustment, shall consult with th 1 | 
Deputy Administrator, Price Support, with respect to any changes in the methoj 
of carrying out established CCC price support or other commodity progray 
policy through the ASC State and county offices which might affect the adequacy 
of policy execution. 

(c) The Deputy Administrator, Operations, shall consult with the Deputy 
Administrator, Price Support, with respect to any changes in methods of open- 
tions in the CSS commodity offices which might affect the adequacy of the per 
formance of established policy. 

(d) While the Deputy Administrator, Operations, has overall responsibility for 
the services rendered by the Administrative Services, Budget, Fiscal, Personne 
Management, Information, and Transportation and Warehousing Divisions, any 
change or modification in these services affecting divisions and offices reporting to 
either the Deputy Administrator, Price Support, or the Deputy Administrator, 
Production Adjustment, shall be cleared with the appropriate deputy before execu- 
tion. The Deputy Administrator, Production Adjustment, and the Deputy 
Administrator, Price Support, shall make such recommendations to the Deputy 
Administrator, Operations, for improvement in these services as appear desirable 
in order to facilitate the performance of their respective responsibilities. The 
Deputy Administrator, Operations, will furnish field assistance to ASC State and 
county offices and make surveys of operations as requested or concurred in by the 
Deputy Administrator, Production Adjustment. 

(e) The Deputy Administrator, Operations, shall coordinate the development 
of CSS budget policy, consulting with the Deputy Administrator, Price Support, 
and Deputy Administrator, Production Adjustment, with respect to estimates of 
funds required to carry out their respective program responsibilities, and with 
respect to the actual use of funds available for each activity in each organizational 
unit of CSS. Recommendations made by the Deputy Administrator, Opers- 
tions, to the Administrator shall either be in agreement with those of the Deputy 
Administrator, Production Adjustment, and Deputy Administrator, Price Sup- 
port, or shall indicate clearly the respective differing recommendations. 

(f) Each CSS and ASC organizational unit is expected to deal directly with 
the appropriate CSS division handling service functions in connection with its 
requirements. It is the responsibility of the service division to obtain such 
clearance as is required by the Deputy Administrator, Operations, and it is the 
responsibility of the Deputy Administrator, Operations, to clear with the Deputr 
Administrator, Price Support, or Deputy Administrator, Production Adjustment, 
as appropriate. 

Mr. MarsHALL. Some say that county people have fallen down on 
the job, and yet, with all of these divisions, sending out the material 
that they send out, often without coordination, that can lead to only 
one thing out in the field and that is uncertainty, misunderstanding, 
chaotic conditions. 

Mr. Bercer. That is the reason we have this organization set up 
the way we do, so that it aJ] goes through the Deputy Administrator 
for Production Adjustment who is responsible for State and county 
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FUNDS SPENT ON RESEARCH PROJECTS 


There is another thing that we have been interested in. We have 

ad people from research who have been up before this committee. 
They have been talking to us about what they have been doing in 
esearch. From 1948 up through 1955 I believe that the research 
eople have expended upward of $1,580,000. How much have you 
pent on research? 

Mr. Beacu. That is a function handled outside of this agency and 

do not have the figure before me. 

Mr. MarsHauu. A considerable sum of money has been used by the 
irain Division for research. What have you been getting in return 
for that? 

Mr. Bercer. Well, I would have to ask Mr. Beach if he could help 
on that one, or Mr. Richards. I presume such things as insect control 
and the proper type of storage and the-—— 

Mr. Ricnarps. The most important project is the grain storage 
project with the Agricultural Research Service, and with the experi- 
ment stations in the particular area. The results of that research, of 
course, have been slow. I think it has definitely helped us out in our 
bin-storage work, Mr. Marshall, in that they have shown us how to 
aerate the bins as well as with other problems, especially the moth- 
damage problem which exists in the southern part of the Corn Belt. 
There has been a little money expended on storage of dried beans 
which has been of considerable interest in the States like Michigan. 
And there, I think, they have found that the moisture content was a 
very important factor in the storage. 

Mr. MarsHatu. What are the results of this research that you have 
been spending this money for? When the results are turned over to 
you, what do you do with it? 

Mr. Ricnarps. We try to put it into operation as quickly as we can. 

Mr. MarsHa.u. Try to put it into operation? Why don’t you put 
it into operation? 

Mr. Ricuarps. On aerating bins, we do. We are aerating bins, 
having fans and so forth put into them, and some of this work was 
started —— 

Mr. MarsHauu. Are you watching this amount that you give to 
research every year to see that you get your money’s worth in return 
for what they are doing? Who has charge of that? Are you just 
handing it over to them? 

Mr. Beacu. Sir, the Board of Directors of the Commodity Credit 
Corporation acts on a docket for each transfer of CCC funds to another 
agency for research purposes. I originally thought you had reference 
to the overall research problem. 

_ With respect to the CCC storage project, we spent last year $26,276 
in the county offices on the Commodity Credit storage project. That 
is the work we do ourselves, either in furnishing grain or working with 
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the structures. The ARS people furnish the technicians who deye\ 
the projects and work it through to a conclusion. 

Mr. MarsHauu. Mr. Beach, what I am interested in, I understay 
from your comment now that you have a group that decide that yj 
are going to transfer so much funds for research. 

Mr. Breacu. Recommendations are made to the CCC Board 
Directors, sir. 

Mr. Marswauu. After you have transferred that, do you forgy 
about it from there on, or what do you do then? . 

Mr. Beacu. No, sir; the Grain Division utilizes, as Mr. Richarj 
pointed out, the results of research in many different ways. Fe 
example, whether the commodity will store in a hot area, or wheth 
suitable type of storage structures can be developed to store peanuts 
certain fumigation practices, how to fumigate bins, CCC bins; thai 
is one project as I remember. Another one was with reference to tly 
aeration and drying of grain in CCC bins. Those were immediate 
placed into effect by the State and county offices if they are practicab) 
If research turns out that it is not practicable to store peanuts iy 
these States, we move the peanuts out of that storage. 


COSTS OF CCC RESEARCH ACTIVITIES 


Mr. Marswauu. Can you place in the record at this point the 
funds that you have used from CCC funds for research purpose 
for the years from 1945 up to the present? 


Mr. Breacu. 1945 to date? I think the first research project was 


developed after the CCC Charter Act in 1948. 
(The information requested follows:) 
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SUPPORT FOR POULTRY INDUSTRY 


\r. MARSHALL. Mr. Berger, I have before me a letter which I wish 
, would call to the attention of Mr. Morse or the Secretary. I would 

ppreciate the comments about it. This is written to the Secretary 
the Minnesota Poultry Hatchery Association. Quote: 


Deak SECRETARY: I regret the necessity of advising you that for the most part 
rpoultry producers in the State of Minnesota were, to put it mildly, shocked to 
in the decision of your USDA Egg Advisory Committee in completely ignoring 
hout recommendation some program of helpfulness and support to our poultry 
justry Which is currently in such dire distress due to ruinous low prices. How- 
er, a careful examination of the 23 members of your committee, with the 
sible exception of 4 or 5, are industry men and not poultry producers. To make 
atters Worse, there is only 2 of the 4 or 5 that are located here in the so-called 
arm Belt States where 56 percent of all the eggs in the United States are produced. 
Under the circumstances, we cannot consider that your committee is qualified 
make a proper decision. In view of the very serious situation which now 
pnfronts our poultry producers, we do earnestly recommend that you make use 
the responsibility which is yours and the authority granted to you and which 
at your command to, first of all, establish a purchase program for fowl in view 
the fact that fowl is a seasonable crop or commodity and is a byproduct of 
bs production, something we cannot do, which is being currently withheld from 
he markets, and on the farms, due to the ridiculously low price of 8 cents per 
und now being paid for light and heavy fowl. 


This is signed Minnesota Poultry Hatchery Association and was 
ated October 15, 1954. 
Now, I am interested to quote another letter to you which was 
ritten on April 20, 1954, by John H. Davis, Assistant Secretary, 
nd this letter is quoted: 


We have been watching closely the decline in egg prices during the recent 
reeks. A low point in prices was reached on April 2. Since then, there has 
been a revival of as much as 4 cents a dozen in some grades of eggs. Lower 
producer prices for eggs this year as compared to a year ago could be expected 
ince total United States egg production has been 3 to 4 percent greater so far this 
ear. In the Midwest, the increase in production during March was— 


nd this copy is blurred, I am sorry— 


The decline in price, however, has been greater than we anticipated. Consumer 
lemand has been excellent. The use of eggs by hatcheries has been at record 
evels and a greater quantity of eggs has been used by the egg processing industry 
n recent weeks than a year earlier. 

It is our belief that egg prices will not remain at the low levels experienced 
luring the first week in April. The Department has been cooperating with the 
peg industry in drawing the attention of consumers to the fact that eggs are reason- 
ably priced and represent a bargain. Eggs have been carried on our plentiful 
ood list during February and March and April and will appear on the May list. 
his list includes wide circulation in newspapers, radio, and television outlets. 
ur discussion of this egg-price problem with numerous people in the industry 
have led us to believe that egg prices will not continue at these low levels. If this 
Is the case, we do not feel that a surplus removal program will be necessary. 
However, in order to discuss this problem more thoroughly with industry leaders, 
Wwe are asking our Egg Industry Advisory Committee to meet here in Washington 
in the near future. At that time, we hope to make a thorough analysis of the 
situation and obtain from the committee its recommendations for future action. 


This was signed by John Davis on April 20, 1954. 

Now, there has been, I think, some comments lately on the basis of 
the Department’s advice to people about the egg situation and I wish 
that you would call these letters to the attention of Secretary Morse, 
in order that we may have his comments on them placed in the record 
following the discussion. 

(The comments referred to follow:) 
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DEPARTMENT OF AGRICULTURE, 
Washington, March 4, 1955 
Hon. FRED MARSHALL, 
House of Representatives. 


Dear ConcrREssMAN Marsuatt: During the committee hearings regarding tly 
budget for Commodity Stabilization Service, you requested that I comment 
two letters which were written by staff members of the Department of Agrict ty» 
regarding egg prices. One of these letters was addressed to Mr. L. L. Baumgap. 
ner, Secretary-Treasurer of the Minnesota Poultry Hatchery Association, and wx 
signed by C. C. Warren of the Poultry Division, Agricultural Marketing Service. 
and dated November 3, 1954. The other letter was signed by Mr. John H. Dayis 
who was at that time an Assistant Secretary of Agriculture. 

The Department of Agriculture recognized in late 1953 that egg prices mig 
be at low levels in 1954, and this possibility was thoroughly reviewed at the tine 
of the National Outlook Conference in November 1953. The egg-feed price 
ratio in 1953 was the best in history. Egg producers’ returns above cost wer 
never better than they were in 1953. This kind of profit experience in the ey 
business is more often than not followed by excess production and disappointin 
profit experiences. Egg production during all of 1954 exceeded the productio; 
of the vear earlier by a substantial amount and broke all previous records. By 
April, the time of the first-questioned correspondence, prices were reflecting thew 
large supplies, however, price trends did not follow exactly the pattern that we 
expected at the time this letter was written. We had anticipated that even though 
prices in mid-April appeared to be too low, they would improve during the summer 
and fall months. However, this did not occur, probably reflecting heavier sup. 
plies than were foreseen and also being affected by the demand for eggs, particu- 
larly for the production of egg products. Some of the egg products producer 
had been rather aggressive in February and March and had built up an inventor 
of products on price levels well above those existing at this period in April. 

As indicated in the letter signed by John H. Davis, representatives of the De. 
partment had discussed the egg price problem with many leaders in the poultry 
industry. We did call the Egg Industry Advisory Committee into meeting during 
April, and this group felt that the only practical solution which would be beneficial 
to the poultry industry in the long run would be to reduce production, and that 
reduction would come about more quickly and less painfully to the major segments 
of the industry without the use of any price aid or purchase program. As the 
season progressed and egg prices became even more unfavorable, another meeting 
of the advisory committee was called in October to see if their opinion of the situs- 
tion had changed. After thoroughly canvassing the whole situation, the commit 
tee reiterated its earlier statement, and went so far as to say that large supplies o! 
eggs were likely to continue well into 1955 because of more layers on farms. The 
committee suggested intensified culling of older birds this fall so as to help restore 
a proper balance between egg supplies and consumer demand. 

We felt that the counsel of this committee was sound and so no purchase prv- 
gram was introduced. However, the Department did place increased emphasis 
on the use of its other resources to assist in expanding the sales of eggs, and to 
help egg producers make an orderly adjustment in production. Eggs have ap- 
peared on the plentiful foods list issued monthly by this Department every month 
since early 1954, and have been featured as often as practicable. When they are 
included as a feature item they are given special emphasis, and the purchasing 
agents for institutional feeding programs and the school-lunch programs are et- 
couraged to utilize them extensively. They are also featured in the publicity 
media of the food trades. Following the outlook conference in 1953, the State 
extension services, through educational programs, informed egg producers of 
pending conditions and encouraged them to adjust their production. In addition 
to the general emphasis beginning at this time, special impetus to this type of pro- 
gram was provided following the meeting of the advisory committee in April and 
again in October. 

Mr. Baumgartner, in his letter which was answered by Mr. Warren, raised 4 
question regarding the makeup of the Egg Industry Advisory Committee. This 
matter has been discussed rather thoroughly with the committee and the names ani 
affiliations with the industry of all of the members are a matter of record wit! 
your committee. 

Sincerely yours, 
True D. Morse, 
Acting Secretary of Agriculture. 
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\[r. WartteN. We shall expect later in the hearings to include the 
sponse of this agency to the criticisms that were made by the 
vestigators for the Appropriations Committee. Due to the fact 
rat we would like to have your judgment, your reaction, and your 
sponse to those criticisms, they will be carried later in these hearings 
» another volume. 


PERSONNEL TO SUPERVISE COUNTY COMMITTEES NEEDED 


Mr. Natcner. Mr. Berger, I was very much impressed with that 
ortion of your statement which reads as follows, and I quote: 


We face a serious problem with respect to the supervision and direction of the 

ounty ASC committees. It is not now possible to provide adequate supervision 
nd direction with the limited personnel strength available in the State ASC offices. 
he county offices are carrying out the largest price support, storage, and acreage 
nd marketing control programs in history, combined with the ACP and other 
programs. The General Accounting Office and others have severely criticized 
eral different aspects of State and county office operations, and most of the 
ircumstances criticized are traceable to inadequate supervision and servicing 
yy ASC State offices. A smaller number of man-years of employment, 1,709, 
was utilized in these offices in the fiscal year 1954 than in any prior year since 
949. The number in 1951, for comparison, was 2,440. 

The major need is for additional farmer-fieldmen, auditors and program spe- 
jalists, together with the minimum clerical assistance to make them effective. 

Mr. Berger, I want to say that I certainly agree with that portion of 
‘our statement. 

In my home State of Kentucky, we are proud of the record that we 
have made insofar as the agricultural commodity tobacco is con- 
erned. In spite of numerous acreage reductions in the past few 
vears, we are today again faced with a crisis insofar as burley and dark 
tobacco is concerned. I know, Mr. Berger, that this has been brought 
0 vour attention. 

Mr. Bereer. That is correct. 

Mr. Natcuer. Tobaccomen in Kentucky and Tennessee and the 
other 6 or 7 States raising the other different types of tobacco, recently 
held meetings concerning this problem, and it seems that one of the 
main reasons why we have this crisis now, Mr. Berger, is due to the 
fact that in some of the counties in my home State of Kentucky, and 
insome of the other States producing tobacco, there has been a dis- 
regard of the provisions of the program in regard to measurement of 
the tobacco acreage is concerned. I know of my own personal knowl- 
edge, Mr. Berger, that in some instances the man who goes out to 
measure will sit on the front porch of the farmer’s home and ask the 
farmer if he has stepped off his tobacco patch and if so, what the 
measurements are, and he writes it down. The farmer signs it. And 
that is the procedure that has been used in some instances. 

I say to you quite frankly, Mr. Berger, that the honest, hard- 
working tobacco farmer in Kentucky, ‘and in the other tobacco- 
producing States, is very much incensed over this procedure. 

Mr. Berger, I think that part of this situation has been brought 
about as a result of the present acreage control, and the fact that 
some of our farmers are endeavoring to get more and more tobacco 
he 5 ever shrinking bases. Another reason, | think, is due to the 
fact that suitcase farmers—that is the term, Mr. Berger, used by the 
Secretary of Agriculture in his testimony before this committee: 
suitease farmers are not complying with the law. Certain tobacco 
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fields are measured, but in some instances tobacco is grown in tly 
middle of a cornfield and added to the tobacco at the time it \ 
carried to the market, which is an outrage. 

Another reason I think is, the fact that we do not have prope 
supervision as far as our local committees are concerned. I say ty 
you quite frankly that I certainly agree with your statement jy 
regard to this matter. The tobacco people in my State are much 
concerned about this matter. As you know, Mr. Berger, our tobacc 
program has been a successful program. It has been successful dye 
to the fact that the tobacco farmers, in all of the tobacco States, haye 
cooperated with the Department of Agriculture. We have had fine 
relations between the tobacco farmer, the tobacco warehouse, and 
the Department of Agriculture. We certainly do not want to se 
this program destroyed or injured in any way. 

The leading tobacco men of my State, Mr. Berger, after meeting 
have adopted resolutions and I believe that copies of these resolutions 
have been forwarded in to your Department. The resolutions provide 
in part as follows: 
That the poundage be limited to 180 pounds for every tenth of an acre grown: 
that a penalty of 75 percent of the average tobacco price for the previous vear to 
be applied to the entire production of any producer who grows Fxcess tobacco 
and further, that all red-card tobacco sold on the looseleaf warehouse floors be 
identified before sale and that no support price be placed thereon. 
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They further recommend, Mr. Berger, that where a farm has a 
burley tobacco allotment, that there be no forfeiture of acreage 
allotment for nonproduction. And also, they recommend and have 
recommended to your Department that the proper governing authori- 
ties be notified and requested to use all diligence possible in the meas- 
urement of burley and dark-tobacco acreages and to see that the 
program is strengthened and that it be properly administered. 

I desire to point this out to you, Mr. Berger, because it is a serious 
matter in Kentucky and it is a matter with which you are well 
acquainted. 

Mr. Chairman, I was very much interested in the question that you 
propounded to Mr. Manwaring and especially his answer when he 
stated quite frankly that it was a matter of lack of supervision. | 
think that frank, honest answers such as that will help the tobacco 
program in Kentucky and it will help the tobacco program throughout 
the other States. 

Mr. Berger, I believe that the recommendations that are now being 
made in regard to tobacco should be seriously considered by the De- 
partment. As I pointed out to you, our tobacco farmers are very 
much concerned about it. I think, personally, that the recommenda- 
tion, limiting growers of tobacco to a pound basis, with greater pen- 
alties for exceeding quotas, is a start in the right direction. Drastic 
measures are necessary if the surplus is to be reduced and the growers 
of tobacco in Kentucky and the other States are to be protected. 

With better supervision at the local level, I think we can adjust our 
tobacco situation without destroying the tobacco program completely. 

Thank you, Mr. Chairman. 

Mr. Wuirten. Mr. Natcher, in connection with that, I have two 
comments. The first is that through the years there has been a tend- 
ency to hold down expenditures in Washington and make them spend 
the money in the field. That has been, according to my observation, 
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very shortsighted in many places. That tendency has many times 

resulted in having inadequate supervision to assure that the money 

spent in the field is properly spent and that the taxpayer gets his 
dollar’s worth, 


DISPOSAL OF COMMODITIES ON COMPETITIVE BASIS 


The other thing I would comment on here, and the thing I know 
vou are aware of and feel strongly about, is that the major part of our 
trouble comes from not selling our production in foreign trade on a 
competitive basis. We have an ever-increasing world population. 
\ore and more folks need our commodities. But as long as we keep 
the domestic price as the world price and then don’t offer the com- 
modities in world trade on a competitive basis, the picture is just 
going to get worse and worse. Our surplus will be greater; our storage 
costs W ill be larger; and farmers will be cut back and back; not because 
there are not users of the commodities in the world; not because they 
won't buy them; not because they haven’t got dollars; but because by 
Government policy we do not offer our commodities at a competitive 
price in world trade. I have analyzed it very much in detail with 
regard to cotton, and I think it is going to result in some change in 
policy. 

Now, there are those who think the present Government policy of 
supporting commodities and building them up and cutting farmers 
back is part of a policy to throw the whole farm program overboard. 
Mr. Benson says that is not his objective. I accept his word for it. 
But, I cannot see any logical basis for the Government’s refusal to 
sell what we produce to folks who want it, on a competitive basis. 
If we don’t break loose from that, if we do not let our farmers farm, 
no program will work. Whatever program we have, if the farmer does 
not sell what he produces, it won’t work. 

Mr. Horan. If we offer Commodity Credit stocks in competition 
to the going trade, will we not increase the work of the CCC by 
channeling everything through CCC and bypassing trade? 

Mr. Bercer. Surely, you have a tendency to do that, definitely. 

Mr. Horan. I think that is the only point of difference. I agree 
with my colleague and I agree with all my colleagues on the virtue in 
this report to us which shows every evidence of wanting to tighten up 
this thing and to stop the losses to the American taxpayer. I might 
quote at the bottom of page 2 here that 
the Government has invested literally billtons of dollars in the programs carried 
out through the CSS 


and you underscore this— 


much of which can be returned to the Treasury if adequate administrative funds 
are provided for to permit programs to be administered properly and in an orderly 
manner, 

In the light of the limitations written into the law, as I understand 
it, will you be able to raise these relatively low pay scales, in effect 
another factor? 

Mr. Bracu. Sir, we are raising the pay scales within the limits of 
available funds at the county level. It becomes an administrative 
decision as far as the State offices are concerned. 
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Mr. Horan. Certainly, with a program involving literally billions 
of dollars, we want to have the efficiency at the county and Stay 
levels where the work is actually done. 


FUNDS REQUESTED FOR AGRICULTURAL ADJUSTMENT PROGRAMs 


I notice that you request in this budget an increase of $640,(i 
exclusive of $28,000 for the acreage allotment and marketing quot, 
programs on rice, and that the ACP limitation be increased }y 
$500,000. 

Will those funds be adequate to help you carry out our announce 
desire here to improve the situation at the county level? 

Mr. Beacu. Those funds, sir, will give us a much more adequate 
supervision and direction of the county offices than we now haye. 
It. is probably all that we can undertake to do in 1 year’s time. Whether 
it would be adequate in the long run is impossible to say at this time. 

Mr. Horan. I shall be interested in your reply to the investigations 
that have been made by various agencies, including our own investiga- 
tors, because, as I understand it, it is going to be properly documented. 
We will be able to place the finger on the areas that need more super- 
vision and we ought to be able, because of this action of the sub- 
committee, the General Accounting Office and other agencies, to make 
very efficient use of these additional funds if we grant them. Ani 
it is your intention to do that? 

Mr. Beacu. Sir, they will be used in the particular fields where we 
think the State offices are understaffed—auditors, farmer fieldmen, 
program specialists, and minimum number of clerks necessary to put 
them in position to do their job. 

Mr. Horan. There should be other byproducts of such an investiga- 
tion, shouldn’t there? You may find independent adequate storage 
facilities and inefficient storage facilities in some areas. 

Mr. Bercer. We are working on that all the time as far as that is 
concerned. That is being done as rapidly as we can and still take 
care of the load we have got to handle. 

Mr. Horan. I was interested in my colleague’s comment regarding 
the matter of tobacco. I think if we had a little more of that with 
every commodity we would be better off; that goes back to this matter 
of more workable standards as to quality of any given product, and | 
feel certain that we are going to come up somewhere with some sug- 
gestions out of my area regarding wheat which will again, under our 
system of price support, perhaps make it competitive with corn for 
feed. There are a lot of difficulties. Very definitely no given part 
of the United States should stand in the way of another part of the 
Nation helping through their own growers to solve some of the prob- 
lems that today face the Commodity Credit Corporation. 

That is all, Mr. Chairman. 

Mr. Wuirren. I would like to go back—lI just do not want any 
misunderstanding to develop from this record—I would like inserted 
in the record at that point what part of your inventories are in com- 
modities that are offered for sale competitively and what part not. 
| want to be certain that it is understood that these inventories come, 
in my judgment at least, from Government policies rather than from 
the farm price-support program. I do not want to let them get 
separated. For every quid I want a quo. 
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billions RICE QUOTAS 


(| State 
Have you had any report to your knowledge now as to the Agricul- 


tural Adjustment programs? I note your statement with regard to 
rice allotments. What is the outlook on rice? Has there been any 
decision made on whether you will have allotments and quotas? 
540,000 \ir. Beacu. We had no ‘funds for the 1955 fiseal vear but the bulk 
- (uoty ME of the work will be in the 1956 fiscal year. The referendum for quotas 
sed by ME carried by a favorable vote in excess of 90 percent. 

| Mr. Wurrren. I did not know whether you had completed the 
ounced J referendum—lI suppose your orders antedate the vote, however. 

Now, is there any necessity for making these funds available prior 

equate [to the fiscal year? 


AMS 


have. Mr. Berasr. On rice? 
hether Mr. Wuitren. Can vou use funds you already have available for 
3 time. such work? Perhaps you can do this job earlier, rather than waiting 
rations HM for July 1. 
estiga- Mr. Beacu. We have adequate funds at the county level to do this 
ented job. 

super- Mr. Warrren. On a payback basis? 
é sub- Mr. Beacn. What we are doing is changing the budget plan and 


make #@ utilizing funds we originally budgeted for wheat or corn to rice. 

And @@ That is permissible under the appropriation because there is no 
restriction on the commodity. 

Te We 

dmen, DECREASE IN COUNTY COMMITTEE EXPENSES 

0 put 

Mr. Wairren. I notice a decrease in the county committees. 


stiga- You are cutting down $2,918,000 which reflects that much less work 
orage will be done by the county committees. I would like for you to 

diseuss how it is that you recommend that reduction for the com- 
hat is mittees and how will you compensate for that elsewhere. 


take Mr. Bracn. Sir, the decrease that we are suggesting in this appro- 

priation, results from two things. One is our “actual experience in 
rding the fiscal year 1954 at which time we had a fairly sizable unobligated 
with balance in our bank accounts at the end of the vear. 


atter As you know, in the case of the bank accounts at the county offices, 
and | those funds are carried over to the following year. We had about 


- sug- 2 million more dollars in the bank accounts at the end of the last fiseal 
r our year than we normally do. At the same time, we measured a larger 
n for percentage of crops last vear than we ever have in history before. 
part So we felt that we had accomplished a reasonable job as far as the 
f the size of it was concerned. The costs were lower in many instances 
yrob- than we had estimated. We will not have to do so much work in 
assembling basic data in the budget year 1956 as we have had to do 
in the fiseal vears 1955 and 1954 and we can do, we believe, an entire ly 
any adequate job with the $2,250,000 net decrease in that appropriation. 
rted Mr. Wuirren. I do not mean to belabor the issue, but some of the 
‘om- findings of our investigators were that you had literally hundreds of 
not. procedures and instructions which were quite complex and which made 
me, it difficult to get action. The report would indicate that you were 
rom sending out a lot of detailed instructions which many times were not 
get clear and sometimes were conflicting. 
The other thing, and this goes back to this State-by-State and 
county-by-county business, is that in many places there are wide vari- 
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ations from what they do in one State and what they do in anot) 
State—and the same with counties. In some areas the complaint 
made that personnel and mileage allowances are much too liberal: ; 
other areas they are inadequate. All of this raises questions as 
whether we should not have more uniform supervision and organiy 
tion, as against the present decentralized approach where each area; 
different. 

Mr. Breacu. May I make a comment about that? That gets inj 
this problem of limitations. The decrease of $2,918,000 is at th 
county level, primarily, whereas the place where we need the funds 
control the issuance of procedures and supervision of the county 
offices within the State or the supervision of the various States, to ge 
them on a uniform basis, is in the section 392 limitation. In that 
we have asked for an increase of $640,000 in this budget estimate 
I think we are driving in the direction that you suggest althoug 
possibly not as fast. 


i P 


LANGUAGE CHANGES 


Mr. Wuirren. We might turn, then, to language changes. 

Mr. Bracu. Under agricultural adjustment programs, the firs 
change is just a change in the amount which may be transferred int 
the appropriation account, section 392, from $5,500,000 to $6,165,00 
to provide the additional funds needed for State office administration 
supervision, and direction of county offices, and for the additions 
work on rice. 

The second change eliminates a provision that existed in the law 
last year providing a reserve which could be used only to the extent 
necessary to carry out marketing quotas on wheat. 

There is no question, seemingly, in anybody’s mind as to whether 
there will be marketing quotas on wheat in the fiscal year 1956 and it 
is suggested that that language is not necessary and therefore should 
be deleted. 

Mr. Wuirten. If there are no further questions on that section, we 
turn now to the sugar program. 


Suear Act ProGRAM 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec, 1311, Public Law 663) 





1954 actual | 1955 estimate | 1956 estimate 


Appropriation or estimate. . _ - x : $59, 645, 000 ae | $59, 600, 000 $61, 600, 00 


Unobligated balance brought forward__......_._..___- 145 98, 500 95, 778 | --- 





59, 738, 500 | “59, 695, 778 Fincsane 























Total available for obligation ¥€ 
Unobligated balance carried forward _____-- ott ih may! —95, 778 B |---- s220]-7- 
Obligations incurred. _.___.....-...-- | 58, 642, 722 | 59, 695,778 | 61, 0,00 
Obligations by activities 
tiated Sata te ictal entities dahil piacnagattaiateattgin aime alinaicnnbiien ] 
Description 1954 actual | 1955 estimate | 1956 estima’ | 
or Steere eee at as r oO 
1. Payments to sugar producers: | ot 
(a) Continental beet area... __-- sbeckuapenskt ----| $29,265,206 | $31,910,300 | $30, 232,” 
(6) Continental cane ares... ......--.----.03siis-scecuuc 8, 628, 000 7, 705, 210 7, 069, 
> SIRO ipsa npeasboncaboonsoqnswontte 20, 412,957 | 18, 581, 203 | 22, 082,00 
Opis ernie: i os kh 1, 336, 559 1, 499, 065 1, 617, 0 


—— 








Cun eee: oS Be oo Ries oe 59, 642,722 | 59, 605, 778 61, 600, 000 


“4 
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L anothy Obligations by objects 


nplai 
p “4 Object classification 1954 actual | 1955 estimate | 1956 estimate 
eral: pacmeneenn ons een reap 


NS as otal number of permanent Rs ncanwneittronragunae 190 
Oreaniz pyll-time equivalent of all other positions--_-..........-.----- 

| We Average number of all employees- --------.------------------- 

1 area Number of employees at end of year. -.....-.-.---------------| 


Average salaries and grades: 








gets int General schedule grades: 
S at Average salary......-.----- inebvideda aula’ $4, 
‘ th VOR teatcceict inane aciansl Joigiain s eeeaed 5. GS-5.2 
1 Personal services: | ; 
, Permanent a , 232 $845, - 
8, to ge Regular pay in excess of 52-week base 2,971 
In that Payment above basic rates 24, 849 
‘stimate Total personal services 842, 017 
Travel 
though Transportation of things 


Communication services 
Rents and utility services 
Printing and reproduction 
Other contractual services 
Advanced to ‘‘Local Administration, sec. 388, Agri- 














. cultural Adjustment Act of 1938,’’ pursuant to 7 
he firs U, Be SE aa cotton catdancntesecccsntes Senasenes 
Ae Tirs§ Services performed by other agencies...............-.- 
red into Supplies GH MINE s. ~ citi ececdekahdadsnnthidedepaeion 
se ee enancmnmnnet tides trnetereesoeneeste 
165,00 Grants, subsidies, and contributions. __---------.---_.___- 
trati Refunds, awards, and indemnities: 
tPauion, Awards for employee suggestions...............-.----- tees ee. 
ditiona TONE CE er tate karictenaeresenncheacosnntt 
CRITI IO 55 £25. iis dans ke nse etes ae 59, 695, 778 
the lav 
» extent . 
Analysis of expenditures 
vhether (Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 
} and i oe bia eal) Bod iL 
d I | 1954 actual | 1955 estimate 
should | 
; Obligated balance brought forward ___..............-.....-..- | $26, 873, 202 | $19,979,539 | $18, 475, 317 
100, we Obligations incurred during the year-_-...............--..-.-.-- 59, 642, 722 59, 695,778 | 61, 600, 000 


| 86,515,924 | 79,675,317 80, 075, 317 
Adjustment in obligations of prior years - - -------- pileiehtieed | yt ee ee baked aaah 
Obligated balance carried to certified claims account-.--_----_- —82, 294 |_.___. “ ae 

Obligated balance carried forward_....................-.-.-.-. | —19, 979,539 | —18, 475, 317 —18, 875, 317 


TORR Ca dks Ste isdn ness ididinedhsa 66, 452,386 | 61,200,000 | 61, 200, 0¢ 











Expenditures are distributed as follows: 


Out of current authorizations. ............................ } 66, 452, 386 { 43, 200, 000 | 43, 200, 000 
, CUS GE Re IN occ ccsehensencsnawacadncshee on 18, 000, 000 18, 000, 000 


} estimate iim cli i inci ct raed acta inneidaiaanite 


31, 600,00 Mr. Wuirren. We would like to have inserted pages 151, 152, 153, 


and 158 through 165 of the justifications. 
1,600, (The pages referred to follow:) 


1, 600, 008 Purpose STATEMENT 


The principal objectives of the sugar program, carried out under the Sugar 

Act of 1948, as amended, are to protect the welfare of domestic producers, to 

aaa provide consumers with adequate supplies of sugar at reasonable prices and to 
estimate promote our general export trade. Provisions are also made to insure that a 
steal fair share of the consumers’ dollar goes to domestic producers of sugarcane and 
sugar beets and to laborers working in cane and beetfields. The attainment of 

), 282 these objectives involves the determination of United States sugar requirements, 
Baz 
, 617, 000 


600, 00 58682—55—pt. 3——28 


——— 
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the administration of quotas to regulate imports of sugar produced in fopvig 
areas and marketing of sugar produced in domestic areas, and the making , 
payments to domestic producers of sugar beets and sugarcane. 
The continental United States produces sugar from both sugar beets and sugy, 
cane. Additional quantities of sugar are produced from sugarcane in Hayy; 
Puerto Rico, and the Virgin Islands. The domestic sugar output, produced 
higher cost per unit than in foreign areas, falls far short of meeting the Natio) fm. Pa 
requirements. To meet total needs, the United States must import susbtantis 
quantities of sugar from foreign areas, mainly from Cuba and the Philippines 
If unlimited quantities of sugar were permitted entry into the continen 
United States from Cuba, the Philippines, and other foreign countries, prices ; 
domestic consumers under ordinary circumstances could be expected to | 
slightly lower. However, under the present wage standards in domestic producigg 
areas, unlimited imports (unless accompanied by a substantially higher tari — 
would place domestic producers in an extremely difficult, if not impossible, COMME 1 Lr 
petitive position, or would force drastic wage reductions in domestic are 
Moreover, the economy of most of the domestic cane sugar-producing areas js 
dependent on sugar- -producing crops for which there is no feasible alternative 
Quotas.—The Sugar Act of 1948, as amended, provides the quota system to 
balance supply with demand. Under quotas, the Secretary of Agriculture, x 
authorized by the act, determines at the end of each calendar year the sugy 
requirements for the coming year. The requirements for the calendar year 1454 
were initially established in December, 1953 at 8 million short tons, raw vale 
Qn. March 19, 1954, the quota level was raised to 8,200,000 tons and on Decen. 
ber 3 to 8,250,000 tons. 
The quota provisions of Public Law 140, 82d Congress, approved September | 
1951, became effective January 1, 1953. Basic calendar year quotas, under thi 
legislation, for the 5 domestic producing areas—domestice beet, mainland can 
Hawaii, Puerto Rico and the Virgin Islands—total 4,444,000 tons, raw value, ani 
for the Philippines, 974,000 tons, raw value. Quotas for other foreign countries 
equal to the balance of requirements, are apportioned on the basis of 96 percent 
to Cuba and 4 percent to all other foreign countries 
Production adjustment.—The act provides that if production in any area wil 
be greater than the quantity necessary to fill the quota and provide a normal 
carryover inventory, restrictive proportionate shares (farm marketing allotment 
shall be established. A restrictive program is designed to balance supplies within — 
an area with the quota and normal carryover requirements. The quota for the 
area is divided among individual growers, and as one of the conditions for payment, 
production must not exceed the proportionate share. 
Payments.—Domestie producers of sugar beets receive conditional payments 
averaging about $2.50 per ton of beets. For producers of sugarcane the payments 
within the various domestic producing areas range from about 80 cents to $1.42 
per ton of cane. The Sugar Act imposes a special tax of 50 cents per hundret- 
weight of sugar, raw value, on all manufactured sugar from sugar beets or sugar- 
cane either produced in or brought into the continental United States. 
Revenue.—From the inception of the program in the 1938 fiscal year throug 
the fiscal year 1954, $1,276,388,622 of sugar excise and import taxes have beet 
collected while expenditures under the program have amounted to $926,610,760. 
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Appropriated funds: 
nT nn... cae awuaeee nos cane none eee $59, 600, 00 
en ne ams a dan wiaeelome ae 61, 600, 000 


Sugar Act program 


Appropriation Act, 1955, and base for 1956_______-_..---------- $59, 600, 000 
SU i i ss i 61, 600, 000 


i i a a hs ne nl el el eel +2, 000, ww 


Summary of increases, 1956 


Increase in mandatory payments to sugar producers for the 1955 
Oe gO ea ee nt eer ee: ner ee eee. mer ean ee + $1, 823, 0! 
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Project statement 


—" 1955 Increases or | 1956 
Project | (estimated) | decreases (estimated) 


’gvments to sugar producers: | | | om ee ad 
ase (a2) Continental beet area ‘ | $29, 265, 206 | $31, 910, 300 | —$1, 678, 300 $30, 232, 000 
(h) Continental cane area 8, 628, 000 | 7, 705, 210 — 636, 210 _7, 069, 000 
c) Offshore cane area | 20,439,336 | |! 18, 544, 490 +4, 137, 510 22 682. 000 
‘Total NAYMIGUS.... «0c cccne-scsus 58, 332, 542 58, 160, 000 +1, 823, 000 59, 983, 000 
Operating expenses 1, 312, 458 2 1, 440, 000 +177, 000 1, 617, 000 


Total appropriation or estimate | 59, 645, 000 | 59, 600, 000 | +2, 000, 000 61, 600, 000 


1 In addition, $36,713 available from prior-year balance. 
: In addition, $59,065 available from prior-year balance. 


Sratus oF PROGRAM 


Sugar requirements and quotas 

The Sugar Act provides that the Secretary of Agriculture shall determine in 
December of each year the consumer requirements for the succeeding year and 
make such revisions of the initial estimate as necessary. 

Quotas are based upon the estimated consumption requirements. The quotas 
for the calendar year 1953 were increased from 7,900,000 to 8 million short tons, 
raw value, on July 28, 1953, and to 8,100,000 tons on October 17, 1953, to provide 
quantities needed to meet United States requirements. The quotas for calendar 
year 1954 were initially established at 8 million short tons, raw value, 400,000 
tons below the anticipated level of consumption in order to stabilize prices at 
the level contemplated by the Sugar Act. On March 19, 1954, the quota level 
was raised to 8,200,000 tons, and then to 8,250,000 tons effective December 3, 
1954. 

Sugar quotas for the calendar years 1953 and 1954 are shown in the following 
table: 

{Short tons, raw value] 


1953 quotas, final 1954 quotas 


Production area —_——_—___————| as of Dec. 3, 
le 5 | 1954 
Basic Adjusted | 


Domestic beet sugar 1, 800, 000 1, 620, 000 1, 800, 000 
Mainland cane sugar_-......----.--- eg 500, 000 517, 291 | 500, 000 
Hawaii__- . 1, 052, 000 1, 088, 382 | 1, 052, 000 
1, 080, 000 1,117, 351 | 1, 080, 000 

12, 000 12, 415 12, 000 

974, 000 874, 000 974, 000 

2, 574, 720 2, 759, 281 | 2, 718, 720 

107, 280 111, 280 113, 280 





8, 100, 000 8, 100, 000 | 8, 250, 000 
| 


Marketing allotments 


Section 205 (a) of the act requires that the quota for any area shall be allotted 
to persons who market or import sugar when necessary to insure orderly marketing 
and to afford interested persons an equitable opportunity to market sugar within 
the quota limitations. 

In the domestic beet and mainland cane sugar areas and Puerto Rico, the level 
of available supplies on January 1, 1954, together with 1954 crop prospects, were 
such that the Secretary found that allotment of the 1954 quotas for those areas 
would be necessary to prevent disorderly marketing and to assure all persons who 
market sugar an equitable opportunity to do so. 

By June 30, 1954, allotment orders regulating the marketings within the quotas 
for the mainland cane area and Puerto Rico were in effect. In addition, following 
a public hearing, an Administrator’s recommended decision for allotting the 1954 
quota for the domestic beet sugar area had been issued. However, some interested 
persons filed written exceptions to the recommended decision and the hearing was 
reopened by the judicial officer of the Department to receive additional evidence 
and arguments after consideration of which he will issue an allotment order. 
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Payments to producers 


Payments are made to domestic producers of sugarcane and sugar beets cop. 
ditioned upon their compliance with certain requirements with respect to child 
labor, wage rates, marketing allotments, and in the case of processor-producers 
the payment of fair and reasonable prices for sugar beets or sugarcane purchased 
from cther producers. ' 

Pursuant to title III of the Sugar Act of 1948, conditional payments totaling 
$65,927,240 were made to about 69,675 sugar beet and sugarcane producers jp 
23 States and in Hawaii, Puerto Rico, and the Virgin Islands with respect to the 
production for the 1953 crop year. 


Payments under the Sugar Act of 1948 and number of payees, in the domestic sugar 
producing areas, crop years 1952 and 19531 





— 
— 


Domestic 


Mainland 





Puerto Virgin 
Payment and payee a oF ms Sor Hawaii Rico 2 Islands Total 
Payments on sugar beets or 
sugar cane: Dollars Dollars Dollars Dollars Dollars Dollars 
BN hieshticiectahitchbbtiensiail 24, 104, 389 | 7,968,207 | 9,398, 138 | 16, 478, 951 145,089 | 58, 094, 7% 
Pits denieienisncia nines Aenean 29, 783,000 | 8, 622,100 | 10, 155, 600 | 16, 162, 740 170,900 | 64, 804, 349 
Abandonment and deficiency 
payments 
Pinte sbecdssiandbn 631, 000  } eee eee 1, 126, 400 
PR cithnbdsdddunkubwnsnnde 527, 000 DED tndtnwitetenes BO Ladtucbodena<- 1, 032, 900 
Total payments: 
BR Gesueascassckeseensakon 24, 735, 389 | 7,976,607 | 9,398,138 | 16, 965, 951 145,089 | 59, 221, 174 
SRE. Sore eee 30, 310,000 | 8, 628,000 | 10, 155, 600 | 16, 662, 740 170, 900 | 65, 927, 240 
Payees: Number Number Number Number Number Number 
Teecacdepiancenpaswetaces 36, 400 8, 262 1, 042 20, 400 511 66, 615 
sink cede cdiindedldsenck 40, 000 7, 565 1, 200 20, 400 510 69, 675 
1 Preliminary. 


2 1952-53 and 1953-54 crops. 


Excise and import taxes 


The act, through an amendment to the Internal Revenue Code, imposes a tax 
of 50 cents per hundred pounds of sugar, raw value, on all beet or cane sugar 
processed in or imported into the continental United States. The following table 
shows the taxes collected compared with obligations under the sugar program: 


Sugar tax collections compared with obligations under the sugar program 


Sugar tax collections 











Fiscal year =e 
Excise tax Import tax Total 

$30, 569, 130 $2, 812, 488 $33, 381, 618 $22, 080, 590 
65, 414, 058 3, 494, 636 68, 908, 694 52, 460, 654 
68, 145, 358 5, 461, 115 73, 606, 473 47, 212, 400 
74, 834, 839 4, 876, 470 79, 711, 309 47, 677, 678 
68, 229, 803 3, 778, 003 72, 007, 806 47, 869, 513 
53, 551, 777 3, 383, 987 56, 935, 764 55, 638, 374 
68, 788, 910 3, 906, 567 72, 695, 477 54, 818, 026 
73, 293, 966 3, 262, 197 76, 556, 163 52, 361, 159 
56, 731, 986 3, 059, 490 59, 791, 476 48, 418, 425 
59, 151, 922 4, 755, 224 63, 907, 146 53, 343, 568 
71, 246, 834 3, 275, 892 74, 522, 726 54, 796, 514 
76, 174, 356 4, 139, 161 80, 313, 517 71, 880, 810 
71, 188, 029 3, 899, 072 75, 087, 101 59, 935, 494 
80, 191, 884 3, 468, 405 83, 660, 289 63, 684, 105 
78, 473, 191 3, 603, 936 82, 077, 127 69, 813, 289 

78, 161, 259 4, 866, 916 83, 028, 175 64, 975, 151 
73, 885, 000 6, 312, 761 80, 197, 761 59, 645, 000 
1955 (estimated) ........................ 75, 500, 000 6, 500, 000 82, 000, 000 59, 600, 000 
1956 (estimated) -................--.---- 75, 500, 000 6, 500, 000 82, 000, 000 61, 600, 00 
WR Knnnunongidbbensateiucceeey 1, 299, 032, 302 81, 356,320 | 1, 380,388,622 | 1, 047, 810, 700 


—_—<——— 
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Pair wage and price determinations 

Among conditions which producers of sugarcane and sugar beets must meet 
to be eligible for Sugar Act payments is the payment of fair and reasonable wage 
rates to persons employed on the farm in the production, cultivation, and harvest- 
ing of sugarcane or sugar beets and for producers who are also processors of 
sugarcane or sugar beets, the payment of fair and reasonable prices for sugarcane 
and sugar beets purchased from other producers. The Sugar Act requires that 
determinations of fair and reasonable prices shall be made by the Secretary after 
holding public hearings and after making appropriate investigations. Determi- 
nations of wages and prices are issued annually for each of the domestic areas— 
i e., sugar beet, mainland ‘cane (Louisiana and Florida), Puerto Rico, Hawaii, 
and the Virgin Islands. 

Under the determinations issued during the 1954 fiscal year, wage rates were 
mereased 5 cents per hour in Florida and 5 percent in Louisiana and Puerto Rico. 
The rates for other areas remained unchanged. Specifications as to compensable 
working time were incorporated in determinations for all areas except Hawaii 
and the sugar-beet area. In Louisiana and Florida the furnishing of working 
tools to workers by producers was incorporated as a requirement. The Hawaiian 
wage determination heretofore issued annually is to remain in effect until amended, 
superseded, or terminated. In fair-price determinations for areas other than 
Hawaii minor changes were made in the determinations, none of which materially 
affected the basic sharing relationship between producers and processors. In 
Hawaii the pricing factors previously specified were omitted and the prices con- 
tained in agreements entered into by processors and producers were approved. 
The change did not result in any significant adjustment in the sharing of returns. 


Proportionate share determinations 

testrictive proportionate shares (acreage allotments) must be established for 
farms in any domestic area when prospective sugar production and current 
supplies will be more than the quantity required to meet the area’s quota and 
normal carryover requirements. 

In the mainland cane area and Puerto Rico production prospects and current 
supplies were such that crop restrictions were nezessary. Restrictions were, there- 
fore, applied in Louisiana to the 1954 crop and in Puerto Rico to the 1953-54 
crop. In the domestic beet, Hawaiian and Virgin Islands areas restrictive pro- 
portionate shares were unnecessary and accordingly unlimited marketings of sugar 
beets or sugarcane from the 1954 crops were permitted in these areas. However, 
due to prospective sugar production and carryover inventories from the current 
beet crop it may be necessary to apply restrictions on 1955 beet-crop plantings. 
At the close of the fiscal year meetings were under way between Department and 
beet-sugar industry representatives to discuss means by which excessive production 
can be avoided for the 1955 crop. 


Special studies and surveys 


\ study of costs, returns, profits, and related data for growing sugarcane in 
Hawaii by producer-processors during the years 1949-52 and by independent 
producers during 1952 was completed and an administrative report prepared. A 
study of costs, returns, profits, and related data for producing sugar beets during 
1951 and for processing sugar beets for the years 1948-51 was nearing completion 
at the end of the fiscal year. In addition, labor performance studies in the thinning 
and harvesting of sugar beets were made during the fiscal year and informal sur- 
veys were conducted in all of the five domestic producing areas prior to the holding 
of public hearings in those areas. Reports of all these studies are utilized in devel- 
oping fair wage and price determinations. 


International Sugar Agreement 


The broad purpose of the International Sugar Agreement is to achieve and 
maintain a balance between supply and demand in the world sugar market at 
prices reasonable both to producers and consumers. It has been modeled in 
considerable part upon the United States Sugar Act and is a multilateral export- 
quota-type agreement. While the United States has no import (or export) quota 
under the agreement, it is expected that other participating governments will look 
to this country for guidance and constructive leadership in developing policies 
and procedures of administering the agreement, the basic features of which are 
similar, on an international basis, to those applied domestically by the Sugar Act. 

Collaborating with the State Department and other Federal agencies, this 
Jepartment completed negotiations with respect to the agreement. The agree- 
ent was ratified by the Senate on April 28, 1954, and approved by the President 
on April 29, 1954. , 
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Program administration 


The sugar program is administered in the counties by elected county and com. 
munity committeemen and in the States by State agricultural stabilization ang 
conservation committees composed of resident farmers and appointed by the 


Secretary. 


Administrative expense allocations to States are based on workload indicator 
for the previous year adjusted to reflect any contemplated changes in program 


operations. 


The following tables set forth the workload data in connection with the 1954 


crop (fiscal year 1955): 


Sugar Act program (beet) workload data for the 1954 crop 















































bo Number of Estimated 

State | counties planted 

acreage 
CI a eich 54 < KA Siey 48 5 td qin dobanbanbipernavendeee 4 2, 060 
I i tieatirb cites i thee ale Ee cia ON eek OES tae ee ane se 4 20 | 95 
De. nang denipale i cennsnscc rc. bukeetes cee. Dee NA eek 4 | 15 | 1, 460 
Michigan.........-- acddedhbebhavaebeeiagsccbbbaneetueaskih 24 77, 415 
erica S66) « 645 had shaken ies ean Robe edaegs 19 18, 195 
intact Aa Kicinten hice acer nad mien tna Mewas ain bate 24 14, 850 
a | Since — 
Pee NON «x6 3515055. Jae dee Wd. 7 114, 065 
cca cain nic auwmakia waded Amhiciese mnie head whe eeee eat ; 31° : 203, 285 
i eee ee ee ee ee 25 151, 240 
ON EEE EET I re eee s 6, 750 
Dey A 6 Sis hoch LLSS i ent bie cdawen Sided edeke de 1 655 
a so bins Satin thdccaknets$~tieigiien Hay dembiannnt. ape 4 1, 345 
Risto iain tesa Data a: dels acelin Bie oni. dala steicAtate emh ae e ataa 13 35, 875 
Py gia onc ckbcccnsavcucamncduncevedenswnusd 82 8, 955 | 399, 150 
tin nna Aina hier cela iat tee 24 3,765} 93,440 
ice eC GE RRS BREE EER AE cca cl AREER EEE 22 74, 70 
PL. she Ae ek wkk J i atekil 20 55, 845 
DED. 5 6xk 6 jawies cat WEKe csicn gles. cused ah Jatnhuseudeer 23 67, 725 
pT Eee ae eer NS a 8 38, 715 
UE a tneten annnasidoke arene pemennduserdekss tens doe ok heb 3 P 18, 600 
SO eR ceed cco kkut Ls. sc suedsab shen ded 20 Sle 2) 4 6, 420 
WIND 5). i 55606 t cnrncuad steer cpaccoabes cee ~l ities chee 7 35, 675 
TN iii i Si aie a ated hk ee cee el 11 39, 705 
pa irk S eee iss ie bia aa, wank 122 430, 845 
en lhc cto osntihadiehccaabucthasdskemide ea 283 | 25,770 | 944,000 

Sugar Act program (cane) workload data for the 1954 crop 
| ao Steele) ; 
Number of Number of | Plantation Number of Estimated Harvested 

State or area counties rail adil farms | acres 

areas districts : ’ 
—— 
UN 52d ak cod Sedbk OS Psa bege scl acusdvad ; 40, 000 | ....-------- 
SAF GED LLALEA ST: DE Aecn toh deaciietb ene entindaht 4, 050 | 275, 000 | ....-------- 
IN sitchin nist cn ale 4k penne NO cp aecnueeae Og ee 385, 000 
PN ee 2 ee 28 OOOO}. e2cae sie 108, 300 
WE NOE ooo ok eacenidesPasncaWwaaeies Dhndbstunsseeg. |) 1D / AIC Ai sete 4, 880 
NN nes 25 | 34 28 | 25,550 | 315,000 | 498,180 

| 





1 Not available for Puerto Rico, Hawaii, and the Virgin Islands. 


PROPOSED INCREASE FOR PAYMENTS TO PRODUCERS 


Mr. Wuirren. I believe you covered this in your general statement. 
I would like to ask you particularly with regard to the payment to 
producers, which you anticipate will cost you an additional $1,823,000. 
Mr. Beracn. Sir, that is simply the difference between the amount 
appropriated last year and the amount that we are asking to be appro- 
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priated for the fiscal year 1956. As was pointed out in the statement, 
he estimated production of sugar, according to our best estimates 
ow, is 4,599,000 tons which would mean we would require something 
wer $64 million for payments. We are asking for about $12 million 
Jess than that with the idea of deferring the Puerto Rico payments into 
the following fiscal year. The reason for the deferral is because of 
the fact that we are not in position to be certain of the production of 
sugar from the 1955 crop because it is so early at the time these esti- 
mates are made. 

Mr. WuitreNn. Briefly, for the record, where do you get your money 
for these payments? 

Mr. Beacu. The money we get for these payments comes directly, 
of course, from appropriations. 

Mr. Wuirren. | know we appropriate for it, but it is offset by 
receipts. We appropriate and the Treasury collects. I just want the 
record to show what the sugar program. is. 

Mr. Beacu. We collect taxes on sugar imported and processed in this 
country and over the period since the Sugar Act started operations, we 
have collected a total of $1,380,388,622 in taxes as compared with an 
obligation for Sugar Act payments and expenses of $1,047,810,760. 

Mr. Wuirren. And the amount of the payments to domestic pro- 
ducers of sugar is in direct proportion to the amount of tax that is 
collected, including administrative expenses. 

Mr. Beacu. That is correct. The amount I read includes the 
administrative expenses. 

Mr. Wuirten. Why is it we run behind in dealing with Puerto Rico? 

Mr. Beacn. Puerto Rico payments come due about the end of 
the fiscal year 1956 or the beginning of fiscal year 1957. 

Mr. Wuirren. Due to seasons, geography, and things of that sort. 

Mr. Breacnu. Yes, sir; due to the season of production. There is a 
danger in deferring too much of these payments. We believe that 
$12 million is about as far as it should be carried. 

Mr. Wurrren. What is the basis for your estimate of this year’s 
production? 

Mr. Bracu. We are estimating production at the quota, domestic 

quota, because of the restrictive proportionate shares placed on beets 
and on domestic cane this year. Mr. Myers is here. I would like to 
ask him to comment in more detail, if you would like to have it. 
_ Mr. Mysrs. We make these estimates so far in advance that there 
is very little we can do in most cases except to take the quotas for each 
of the domestic areas. The quota for the beet area may well be 
exceeded a bit this year. For the mainland cane area, latest reports 
indicate it may be exceeded again down there. So that our total esti- 
mate of 4,599,000 tons is probably a bit on the conservative side as 
it looks right now. 

Mr. Wurrren. I wonder why you dropped that extra few thou- 
sands. Most estimates I have seen have been rounded off. 

Mr. Myers. It comes, sir, from the use of the quota figures for 
Hawaii and the Virgin Islands. Hawaii, having a mainland quota of 
1,052,000 tons, and a local consumption requirement of 45,000 tons, 
which leaves that 1,097,000 tons. I fully agree with you that it 
would be desirable to round some of these things off, but where they 
are so stated in the law, we sometimes——— 
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Mr. Wuirren. I am not trying to change the actual figures, by 
most estimates are rounded off. I thought maybe you had dropped i 
so it would look like a firmer estimate. 

Mr. Myers, Well, perhaps we should have. I certainly agr 
that estimates, and so far as possible, quotas, too, should be in roup 
terms. I do not like them carrying out the last penny, either. 

Mr. Wauirten. Since you have gotten less expected productioy 
next year than you had in 1953-54, why is it that the paymen 
are increased? 


SOURCES OF FINANCING SUGAR PROGRAM 


Mr. Beacu. This is, as I pointed out, the difference between the 
amount actually appropriated and the amount we are requesting. 
This does not tie into the actual payments made. We have a table 
in the justification which shows the sources of financing for the 
various programs. It is on page 155. In 1953 the sugar program as 
such cost $65,937,240. In 1954 the crop cost $66,331,430. For the 
1955 crop as now estimated, it is $64 million plus, which is less than 
the preceding year’s crop payments. But the appropriation we are 
asking for is slightly different than the amount appropriated for the 
preceding year because of the use of funds from the preceding year, 

If you will notice, we financed the 1954 crop program by utilizing 


$200,000 from the 1954 appropriation, $58,132,000 was appropriated \ 
in 1955 and we are paying $7,998,000 out of the 1956 appropriation. § ing, 
Similarly, in the case of the 1955 crop, we are estimating $51,984,000 I tio 
will be paid from the 1956 appropriation and $12,030,000 from the ) 
1957 appropriation. que 
Mr. Wuirten. As you suggest, we make the appropriation based on J est: 


an estimate. But actually the Government’s commitment is a fixed 
item dependent upon taxes collected and sugar produced; is that not 
true? 

Mr. Bracu. Yes, sir; depending on statutory rates of payment per 
ton of sugar produced. 


INCREASE FOR COMPLIANCE CHECKING 


Mr. Wuirren. I notice you have $157,000 set up in the budget for 
compliance checking. What does that have to do with? 

Mr. Bracu. That is with reference to the 1955 proportionate shares 
on beets. That has to do with restrictions similar to what are known 
as acreage allotments on other commodities. That provides about 
$3.45 per sugar beet farm for the actual measurement of the acres to 
see that they comply with the acreage limitation. 


INTERNATIONAL SUGAR AGREEMENT AND SUGAR QUOTAS 


Mr. Wuirten. You have $20,000 requested for work on the Inter- 
national Sugar Agreement. Who is going to spend that? 

Mr. Beacu. That would be spent in Washington in the Sugar 
Division. That would employ one man and an assistant and a git! 
who will spend all of their time in working up the statistical data and 
other jobs that have to be done in connection with the International 
Sugar Agreement. Mr. Myers has been named Chairman of the 
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nternational Sugar Council and he would be in position to give you 
nv further comments on that you might like. 

\ir. Wuitrren. I think that explains it. 

Mr. Horan. I would like to go into this a little further because it 
; one of the problems that can possibly be before the Congress. I 
vant to know all I can about it. 

| notice on page 151 under the subheading, quotas, the Sugar Act 

{ 1948 as amended provides the quota system to balance with 

emand. Under quotas, the Secretary of Agriculture as authorized 
by the act determines at the end of each calendar year the sugar 
requirements for the coming year. The requirements for the calendar 
rear 1954 were initially established in December of 1953 at 8 million 
hort tons raw value. On March 19, 1954, the quota level was raised 
to 8,200,000 tons, short tons, raw value, I assume. 

Mr. Beacu. Sir, on December 3, 1954, it was raised to eight and a 
quarter million tons. 

Mr. Horan. That is what I am getting at. Is there any possibility 
of additional revision of that? 

Mr. Myers. That was for 1954. The preliminary determination 
for 1955 is 8,200,000 tons. We try to make the early determinations 
on the conservative side so that later in the year if the market firms up 
we can add more sugar. There is a little fear, usually, that if we put 
too much on at the beginning of the year, we might break the market 
and not be able to get a recovery unless we take sugar off of it. 

Mr. Horan. In spite of the fact, though, that production is grow- 
ing, or the demand apparently is rising, we are having acreage reduc- 
tions in sugar. Why is that? 

Mr. Myers. Congressman Horan, the Sugar Act provides fixed 
quotas for each of the domestic areas and the Philippines. They were 
established in the Sugar Act of 1948 which was written in the summer 
of 1947. When the act was extended in 1951, effective in 1953, the 
same quotas were retained for the domestic areas and the Philippines, 
except for Puerto Rico. For Puerto Rico the previous quota had 
been very low, 910,000 tons, and the next year it was raised to 1,100,- 
000, and the Virgin Islands which had a quota of 6,000 tons which 
was raised to 12,000 tons. 

For all the other domestic areas and the Philippines, the same 
quota has been in effect from 1948 to date. 

The current act extends through 1956. Cuba and the full-duty 
countries receive a variable quota depending upon what our addi- 
tional requirements are. For example, this year, with a total require- 
ment of 8,200,000 tons we deduct the 4,444,000 tons to be supplied 
by the domestic areas and the 974,000 tons to be supplied by Cuba, 
or the Philippines, and then the remainder, 96 percent to Cuba and 4 
percent to the Philippine countries. 

I might say, since I think I know what you are getting at, that some 
of the domestic areas now wish to be cut in on those consumption 
increases and that is one of the questions that will come before the 
Congress when the Sugar Act comes up for renewal and extension 
again. 

Mr. Horan. Yes, there is a complaint, and I think the record might 
well recognize it at this point, in considering the Sugar Act, and the 
appropriations for it, that our population is on the increase; that 
automatically increases the demand for sugar in this country, and we 
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do have new areas in Mr. Marshall’s district and in my own tha 
are fearful of the way this is handled. 

Their complaint is that they are a growing American industry anj 
our population is increasing and the preponderance of the productio, fi — 
allowed under the Sugar Act is in offshore sugar areas, and that they 
would like to be cut in on some of this increase. 1, Pri 

Against that, I understand that some of our seaboard refineries ani fm > c. 
some of our offshore people have considerable influence and are work. ¢*"" 
ing through the State Department to confuse the intention of the 
Department of. Agriculture to provide the maximum protection and 
encouragement to local beet sugar production and cane, also, in the im” 
delta area. So it is a very interesting problem that we may have on fe i Su 


the floor coming out of the House Committee on Agriculture. +i 
Our quota is 1,800,000 short tons for beets? om 


Mr. Myers. That is right; yes, sir. 

Mr. Horan. We have an additional quota for mainland cane of 
half a million. So ours is 2,300,000 short tons, raw value. 

Mr. Myers. For the 2 mainland areas and then Hawaii has 
1,052,000 and Puerto Rico, 1,080,000 and the Virgin Islands, 12,00. 

Mr. Horan. We are going to hear more of this. Undoubtedly you 
will be right in the middle of it. ' 

Mr. Myrrs. I think so. 

Mr. Horan. I do not know that there is anything else. I did want” 
the record to have this: You have already put this in the record, 
have you not? 

Mr. WuitteNn. Yes. bi 

Mr. Horan. So it will be part of our hearings. 

Thank you. 


Commopity CREDIT CorPORATION . 

LIMITATION ON ADMINISTRATIVE EXPENSES ‘ 
Amounts available for administrative expenses | 

| 1954.actual | 1955 setnetd | 1956 ae P 


Direct Obligations | | | 





Limitation or estimate____.............-.-.....-.--.....----.-| $20,000,000 | $18, 000,000 26, 000, 000 
Proposed supplemental due to increased volume of operations_|__._-_- 7, 290, 000 | 
Unobligated balance, not available for subsequent use_-_.-____- | PRE bo Niet ls. 

Total direct administrative expenses______- eee. _ 1, 750, 181 | 95 290, 000 26, 000, OO 


Obligations Payable Out of Reimbursements From Other | 
Accounts 








| 





Rendered to Department of Agriculture appropriations (dis- | ( 
| 


tributed by objects under reimbursing appropriations) ._____ 5,045,366 | 4, 602, 981 4, 668, 06 : 
Rendered other appropriations (distributed by objects | | oe ; 
included in this schedule)____.__.._._.__-_-__-_-_---- ee eee | 1, 537, 874 1, 292, 395 1, 476, 300 | 
Total obligations payable out of reimbursements from a 

otbae apnpiaiis c. 3) bisa ch desea tcess tse <460d- | 6,583,240 | 5,895,376 | 6, 144, 300 





| 


Total administrative expenses_. __- 26, 333, 421 31, 185, 376 | 32, 144, 360 
Deduct reimbursements rendered d Department of ‘Agriculture | 


appropriations. _ ate a ee ee er 5, 045, 366 4, 602, 981 | 4, 668, 060 


ee hee 


Total administrative expenses incurred_.._....-_._._--. 21, 288, 055 26, 582, 395 | 27, 476, 3) 
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mn that Administrative expenses by activities 


ry and Description 1954 actual | 1955 estimate | 1956 estimate 
luctiog oer errno 

7 Direct Obligations 
At they — 


rice support program ‘ “ — $18, 650,796 | $23,877,000 | $23, 460, 086 
. , ve facilities program __.. ; 1, 084, 181 1, 298, 000 | 1, 390, 000 
l€S and ME 3. Commodity export program i 13, 639 115, 000 215, 000 
, work. 4, Subsidy program (in liquidation) Sn 1, 565 


Contingency reserve . . - } 934, 914 
of the : — ; ee CSG 2 : 
Total direct administrative expenses ---- 9, 750, 181 5, 290, 000 26, 000, 000 
M and — | : 
in th (bligations Payable Out of Reimbursements From Other Accounts 
p 


» Stor 


AVE On |, Supply and foreign purchase program __-......------ 722, 238 643, 000 | 350, 000 
Emergency feed program __ ate 536, 683 157, 000 | 
_ International wheat agreement----.........----- 251, 093 282, 295 282, 300 
4 National Wool Act- . ae ; 199, 000 | 844, 000 
Miscellaneous reimbursements as ; <agna 27, 860 11, 100 


Total obligations payable out of reimbursements from | 
ane of other accounts.........--.-------- sass 1, 537, 874 1, 292, 395 476, 300 


- Total administrative expenses - --.-...-.----- ‘ 21, 288, 055 26, 582, 395 27, 476. 300 
lt has 
2.000. 
V you 


Administrative expenses by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


want 


COMMODITY STARILIZATION SERVICE 
ecord, 


Summary of Personal Services 


Direct positions: 
Total number of permanent positions. 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 





Positions payable out of reimbursements from other accounts: 
Total number of permanent positions--.........-.------.--- 
Average number of all employees- ----..-------------- . 
Number of employees at end of year. .-....-.-.--.----- 


Average salaries and grades: 
General schedule grades: 
EN hpcddinknnbndncminind wcteciacnag wea aie 
EVO felt de eetisencbackadaguisondinwansee 





timate Personal service obligations: | | | 

Petr INS on as calnneibanwe acoacomne | $15,576,005 | $19,609,423 | $19, 300, 
Positions other than perms anent afte oaraiieninlinigaes aed 191, 686 | 313, 418 | 314, 2 
tegular pay in excess of 52-week base_--.--.--.-------- ee 63, 562 74, 044 72,7 
Payment above ee 732, 498 548, 368 261, 2 
000, 00 . nat — 


Total personal service obligations. -.-..-.........-------.-] | 20, 548, 253 | 9, 948, 





cena Direct Obligations 





ULIALL j 

<== Perconml GerWiiGG. .. - ccs cece ccccecac- cee , 343, 650 19, 568, 064 | 9, 238, 708 
TROWORS. eos cS s fag Sate 774, 745 | 1, 289, 640 , 272, 030 
Tr ansportation of things_____-_- ; Seda: J = ‘ 110, 934 116, 320 2, 820 
Communication services... .- DR a ee idea 555, 743. | 661, 170 57. 670 
Rents and utility services___-_- rere Fate : 086, 910 1, 309, 970 , 300, 020 

568, 06 } Printing and reproduction. .-......--.-.-.---------- 513, 522 780 
Other contractual services _ - oe 202, 5: , 480 

176, 3K Services performed by other agencies_____- 861, 964 a , 294 


— Supplies and materials....._.._-__-_-- ee wae 223, 606 275, 7 273, 290 
Equipment. ___- Weed reo ae er 2° 2.500 

44, dh 3 Refunds, awards, and indemnities____-.__- "7 2, 946 5, § 5, 900 
= Taxes and assessments...........-... PR ; 2, 394 

44, 36 Contingency reserve..........---.------------- : Ree 934, 914 


68, 06 Total direct administrative expenses__.....----- ei 19, 750, 181 24, 861, 050 25, 505, 800 


76, 30 
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Administrative expenses by objects—Continued 












































Object classification | 1954 actual | 1955 estimate | 1956 estimay r 
Tesi all — — 
COMMODITY STABILIZATION SERVICE—continued | 
Obligations Payable Out of Reimbursements From Other Accounts | 
i ee $1, 220, 101 $977, 189 $709, 59 A 
I wrk oa ge once eed oon e eee ants cee tx doeaaseeaee sen 107, 981 | 71, 141 76, 116 2 1 
03 Transportation of things..........-.....-------..-------.- 5, 308 | 4, 050 3, 566 03 
04 Communication services. -_-- dibalhtinmtiuns 366505 sepoiten oe 81,051 | 33, 581 30, 180 uf 
GS. Rents and aes Omview...... ek, 18, 202 | 14, 004 9, 94 5 
06 Printing and reproduction---.-.....-....---.------- ca: 9, 098 9, 769 7,004 6 | 
OF SPURIEE CUI ONIN. 6 oo ooo nnn dec cceccneccncnes 3,778 | 7, 374 7,145 a | 
Services performed by other agencies...............--- 72, 866 | 164, 384 621, 573 
ee et ck cscs usceandnone * 15, 275 6, 580 6,219 08 | 
rape eS a ee es ab bixwectdeuse 499 | 1, 591 2M 09 
13 Refunds, awards, and indemnities__._.........-- eae 60 | 328 1% 13 
SS Te Oe IR. Src neccecscc sen coccnctcensence= 3, 655 2, 404 1, 782 15 
sicaraisipnanassnintanessf amasnssstitehnasaatistiniaaiegy ntettnclstianttstereens Con 
Total obligations payable out of reimbursements from . 
EIU CRI. os is ick gah Rene dg oc edncekdsescceess 1, 537, 874 1, 292, 395 L, 476, 30 n> 
=— — —— = b 
Total administrative expenses. ---_-............--------- 21, 288, 055 26, 153, 445 26, 982 10 % 
ALLOCATION TO AGRICULTURAL MARKETING SERVICE es ol 
02 
Total number of permanent positions. .....................--. tats en bebate x 64 4 03 
Average number of all employees-_--_------- .---- Fuethadd athe ce odght ee 67 76 4 
Number of employees at end of year__......_-- seeien dakniebnadtaeds 63 3 05 
=) > | — — 06 
Average salaries and grades: 07 
General schedule grades: | 
Average salary.. -- pict lute dda rede s deeds otaee deena aencdd isis $5, 129 $5, 134 08 
Average grade____.._---- Taide: SGcaditataraadduspiciten te wee : Wu GS-7.5 GS-75 09 
——————— EO | | a —— 13 
01 Personal services: 5 
Permanent positions. dations oan bes $346, 750 $398, 082 
Regular pay in excess of 52-week base_. i, 100 1,375 
Payment above basic rates______.___------ er n 1, 650 1, 43 
Total personal services. --_-.-------- ae | 349, 500 401, 100 
OF Travel........ . ee re Sscascetee ELISA 47, 700 Afi, 100 a 
03 Transportation of ‘things. ean at aeesen aa si 150 150 
04 Communication services--...-....-...--.------------ - cou 9, 500 12, 100 
05 Rents and utility eo ea ae IEE ONE AR LS 500 500 
06 Printing and reproduction-_-- biceeaneseeceet : : 6, 500 6, 800 
07 Other contractual services... --- pmb ns aaesS4s aR EE jotta bhbe teats 5, 500 6, 300 
08 Supplies and materials_. anes ; aot ; sre’ 8, 700 %, 450 
13. Refunds, awards, and indemnities._.......- - 200 20 
15 Tax and assessments. aS 700 700 
Obligations incurred ---_-- POE is ee ee 422, 950 $4, 200 
SUMMARY fer 7 of cae heel 
| 
Summary of Personal Services | - 
Direct positions: } A 
Total number of permanent Ne ee, ec naeh onbie 5, 195 5, 149 5, 131 A 
Full-time equivalent of all other positions... .............- 35 | 64 | 64 
Average number of all employees- _--.---..------------.--- 3, 545 4, 671 4, 604 
Number of employees‘at end of year--.-.---.---.--..------ 4, 126 4, 933 | _ 45% 
Positions payable out of reimbursements from other accounts: | 
Total number of permanent positions_-.--..........--..--- | 77 | 230 146 
Average number of all employees. __--.---..-------------- | 253 | 188 134 
Number of employees at end of year_-_-.-...-....-----.--- 229 | 176 | ¥ 109 
Average salaries and grades: | , 
General schedule grades: | 
I soins bee oie kcs cncbeeewenes ee $4, 053 $4, 151 $4, 77 
IES 6 cies vb cen ScSb inne cotietvenewkesauoniee GS8-+4.9 GS-5.2 GS-52 
Personal service obligations: weed oe a 
05s betia> -voesoasenssasmmencvausevs | $15, 576,005 | $19,956,173 | $19, 698, 267 
Positions other than permanent..................----.---- 191, 686 | 313, 418 | 314, 21! 
Regular pay in excess of 52-week base_..........--.-.----- 63, 562 75, 144 74,173 
Payment above basic rates................--.-.---.--.---- 732, 498 | 550, 018 | 262, 926 





+—— ee 





Total personal service obligations. ._.......--- iceaxwesd | 16, 563,751 | 20,804,753 | 20, 349, 577 
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Administrotive expenses by objects—Continued 


6 estimar, 
Object classification 1955 estimate | 1956 estimate 


1, 476, e) 


2 982, 100 


$398, 0R2 
1, 375 

1, 643 
401,10) 
5, 400 
150 
12,100 
500 

f, 800 
6, 800 
4, 450 
my 





SUMMARY—Ccontinued 


Direct ne 
Personal services-_-.-. 
Trave ] bs ob dein ies 
Transporté ation of things. __- 
Communication services 
Rents and utility services___- 
Printing and reproduction. -- 
Other contractual services - ae 
Services performed by other agencies Bad 
Supplies and materials - 
Equipment~ 
Refunds, aw ards, and indemnities.- 
Taxes and assessments__ : 
ngency reserve 


774, 


Conti 
_19, 750, J 


a> Total direct administrative expenses. _....._..--- 


Obligations Payable Out of Reimbursements From Other 
Accounts 
Personal services__-.- 1, 220, 1 
Travel 
. ransportation of things 
Communication services 
Rents and utility services_- 
Printing and reproduction 
Other contractual services - _ _- . 
Services performed by other agencies. ___ 
Supplies and materials 
Equipment ‘ 
Refunds, awards, and indemnities_. 
Taxes and assessments. .--...-...---- 
Total obligations payable out of reimbursements from | 
other accounts -- ------- SAE EDR ECS ee 1, 


Total administrative expenses... .............-...------ 


| 1954 actual 


$15, 343, 650 


107, 981 
5, 308 | 
81,051 | 
18, 202 
9, 098 
= 778 
2, 866 


15, 275 


499 


3, 655 | 


537, 874 


21, 288, 055 


$19, 91 


116, 470 
43 670, 670 


564, 090 
206, 020 
711, 794 


81 25, 290, 000 


01 | 977, 189 
71, 141 
4, 050 


7, 374 
1, 591 
60 328 


395 


ae 


7, 564 
745 1, 337, 340 | 
110, 934 
555, 7 
, 086, 910 
513, 522 
202, 550 | 
861, 964 
223, 606 


, 310, 470 | 


284, 400 | 
2, 500 | 
16, 100 | 

152, 582 | 


"26, 582, 395 | 


$19, 639, 808 
1, 328, 430 
112, 970 
669, 770 
1, 300, 520 
559, 580 
205, 280 
804, 294 
282, 740 
2, 500 

16, 100 
143, 094 
934, o14 


5, 000, 000 


33, 581 | 
14, 004 | 
9, 769 | 


164, 384 | 
6, 580 | 


2,404 | 


1, 476, 300 
27, 476, 300 


RESTORATION OF CapiTaL IMPAIRMENT, CoMMopDITY CREDIT 


CoRPORATION 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, 


Public Law 663) 


1954 actual | 


Appropriation or estimate 
Authorization to expend from public debt receipts: 
IN GW SRI a Slee cds ddbwcncdbbnmeasd 
Cancellation of notes: 
Restoration of capital impairment 
Eradication of foot and mouth disease - - -------- 
International Wheat Agreement 
Unobligs ated balance brought for ward (authorization 


$1, 750, 000, 000 | 


646, 357, 009 | 
9, 121, 635 


2, 549, 881, 600 


Total available for obligation |, 256, 65 5, 256, 654, 434 | 
Unobligated balance earried forward (authorization to | 


expend from publie debt receipts).........--.-..------ |—1, 942, 946, 789 | 





Obligations incurred (net) ...................----- 3, 313, 707, 645 


—1, 936, 858, 569 


| 
| 


1955 estimate 


$1, 500, 000, 000 


1, 942, 946, 789 


3, 442, 946, 789 


1, 506, 088, 220 





1956 estimate 


$1, 634, 659 


1, 936, 858, 569 


1, 938, 493, 228 
~1, 617, 262, 130 


321, 231, 098 
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Analysis of expenditures o | 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 
usenet httebiaraamndiliamacaaalpnniaaianaininbinianisiiadintenibaaiieéen tp ik ose eta No ia cast 
































sate ee ase 
1954 actual 1955 estimate | 1956 estimat of ¢ 


| 





Obligated balance brought forward (authorization to ex- jon 
pend from public debt receipts)...............-...--- $588, 118,400 | $2,377,053, 211 | $1,724.14) 31 Ort 
Obligations incurred during the year (net) _.-....-...--- 3, 313, 707, 645 | 1, 506, 088, 220 321, 231; MR ary 
anne ne cncnintsnanantanedtesitininnatag ot A 

OO ete xen css co ener ager qeee< sane -se-20- 22 3, 901, 826,045 | 3, 883,141,431 | 2, 045, 372, 3m Nee 
Obligated balance carried forward (authorization to ex- i he 
& ‘pend from public debt receipts) ..-.......-...---.----- —2, 377,053, 211 |—1, 724, 141,431 | —1,030, 737.9 { 





et 
Total expenditures (net) (paid into revolving rife 
DRM IN Ei sdxnens sae shcinekhoecnesubeuom 1, 524, 772, 834 | 2, 159, 000, 000 1, 014, 634, 659 B pt 
Expenditures are distributed as follows: a 
ett in RUNNY SINS iC ve anin dec eancdcanes clonaicacddcocsocther ne vente sees 5 1, 634, 659 
Out of prior authorizations..........-..............- 1, 524, 772, 834 | 2, 159, 000, 000 1, 013, 000, 009 
| TO 











Mr. WuirrEen. Now we turn to the Commodity Credit Corporation, 
In that connection I would like to have pages 340 through 34§ 
and pages 408 through 414 of the justifications included in the recor 
at this point. 
(The pages referred to follow:) os 


Purpose STATEMENT 


Purpose-—The Commodity Credit Corporation engages in buying, selling, i 
lending, and other activities with respect to agricultural commodities, their 
products, food, feeds, and fibers, for the purpose of stabilizing, supporting, and 
protecting farm income and prices; assisting in the maintenance of balanced and 
adequate supplies of such commodities; and facilitating their orderly distribution. 
The Corporation also makes available materials and facilities required in con- 
nection with the production and marketing of such commodities. 

Origin.—The Commodity Credit Corporation was organized October 17, 1933, 
under the laws of the State of Delaware, as an agency of the United States, 
From October 17, 1933, to July 1, 1939, the Corporation was managed and oper- 
ated in close affiliation with the Reconstruction Finance Corporation. On 
July 1, 1939, it was transferred to the Department of Agriculture by the Presi- 
dent’s Reorganization Plan I. Under the Commodity Credit Corporation 
Charter Act of June 29, 1948 (Public Law 806, 80th Cong.), effective July 1, 1948, 
it was established as an agency and instrumentality of the United States under a 
permanent Federal charter. The charter was amended by Public Law 85, 81st 
Congress, approved June 7, 1949. 

Management.—The Corporation is managed by a board of directors, subject 
to the general supervision and direction of the Secretary of Agriculture, who is, 
ex officio, a director and chairman of the board. Besides the Secretary, the 
board consists of six members appointed by the President and confirmed by the 
Senate. In addition, the Corporation has a bipartisan advisory board of five 
members appointed by the President to survey the general policies of the Corpora- 
tion and advise the Secretary with respect thereto. 

The Corporation may, with the consent of the agency concerned, utilize facilities 
of any other agency of the Federal Government. The Corporation, under this 
authority, makes extensive use of the personnel and facilities of the Commodity 
Stabilization Service in carrying out Corporation activities. The Corporation 
also utilizes to the fullest extent practicable the usual and customary channels, 
facilities, and arrangements of trade and commerce in the conduct of its business. 
In its lending activities the Corporation uses local banks, cooperatives, and other 
private lending agencies. Commercial storage facilities are used to a great extnet 
in the storage of loan collateral and in the storage of stocks acquired by the 
Corporation. 

Financing.—The Corporation has an authorized capital stock of $100 million, 
held by the United States, and authority to borrow up to $10 billion. The 
Corporation’s operations are financed by capital funds and borrowings from the 
Treasury and from private lending agencies. In 1954 the annual interest rate 
paid on capital stock was 24 percent, and the rate on borrowings from the Trea‘ 
ury ranged from 2)4 percent through September 30, 1953, progressively decreasing 
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o 1 percent beginning June 1, 1954. Since that date the interest rate on both 
apital stock and borrowings from the Treasury has been computed at 1 percent 
» accordance with a policy of the Treasury Department that the rate shall be 
jased upon the average interest rate on all outstanding marketable obligations 
of comparable maturity date) of the United States as of the end of the preceding 
month. Funds are borrowed from private lending agencies when the Corpora- 
ion desires to utilize such agencies in carrying out a particular operation. All 
yrrowing agreements with private lending agencies are approved by the Secre- 
ary of the Treasury. During the fiscal year 1954 the Corporation extended its 
ertificate-of-interest method of financing cotton loans to other commodities, and 
he budget estimate anticipates that this plan will continue in effect during each 
{ the fiscal years 1955 and 1956. Although this method of financing has no 
fect on obligations against the Corporation’s borrowing authority, it postpones 
, portion of the actual cash expenditures of Federal funds until subsequent fiscal 
ears. 

Operations.—Operations in the budget are conducted under five types of 
srograms: (1) price support, (2) supply and foreign purchase, (3) storage facili- 
ties, (4) commodity export, and (5) special activities. 

1. Price support program: Price-support operations are carried out under the 
Corporation’s charter powers, in conformity with the Agricultural Act of 1949 
(63 Stat. 1051), the National Wool Act of 1954, and with respect to certain 
types of tobacco, in conformity with the act of July 28, 1945 (59 Stat. 506). 
Under the Agricultural Act of 1949, price support is mandatory for six basic 
commodities—corn, cotton, wheat, rice, peanuts, and tobacco—and specifie non- 
basic commodities, namely tung nuts, honey, milk, butterfat, and the products 
of milk and butterfat. Price support for wool and mohair is mandatory under 
the National Wool Act of 1954. Price support for other nonbasic agricultural 
commodities is discretionary. 

Price support is made available through loans, purchase agreements, purchases, 
and, in the ease of wool and mohair, through incentive payments based on mar- 
ketings. The producer’s commodities serve as collateral for price-support loans. 
If the producer does not repay his loan, he is not held liable for any deficiency 
arising from the sale of the collateral unless the loan was obtained through 
fraudulent representations, or there has been deterioration or shortage in farm- 
stored collateral. Purchase agreements generally are available during the same 
period that loans are available. By signing a purchase agreement, a producer 
receives an option to sell to the Corporation any quantity of the commodity 
which he may elect within the maximum specified in the agreement. When it 
is not feasible to support prices through loans or purchase agreements, the Cor- 
poration purchases commodities during the regular marketing season, either 
from producers directly or through usual trade channels, or, as indicated above, 
the Corporation may make payments upon wool and mohair marketed by pro- 
ducers thereof. 

Disposition of commodities acquired by the Corporation in its price support 
operations is made in compliance with sections 202, 407, and 416 of the Agricul- 
tural Act of 1949, and other applicable legislation, particularly the Agricultural 
Trade Development and Assistance Act of 1954 (68 Stat. 454), and title I of the 
Agricultural Act of 1954 (68 Stat. 897). 

In order to expand the domestic market for fluid milk, as one means of reducing 
the volume of dairy products being acquired by the Corporation, a special milk 
program was authorized by section 201 of the Agricultural Act of 1949. This 
authorization provided that beginning September 1, 1954, and ending June 30, 
1956, not to exceed $50 million annually of funds of the Commodity Credit 
Corporation shall be used to increase the consumption of fluid milk by children 
in nonprofit schools of high-school grade and under. 

As a further means of increasing the utilization of dairy products, under section 
202 of the Agricultural Act of 1949, the Corporation is donating butter, cheese, 
and dried milk to Veterans’ Administration and the armed services upon certifi- 
cation by them that the usual quantities of dairy products have been purchased 
in the normal channels of trade. In addition, the Corporation is reimbursing 
these agencies at the rate of $4.15 per hundredweight for purchases of fluid milk 
made in addition to their usual purchases. The unit rate of reimbursement 
approximates one-half of the cost of the milk to these agencies. The portion of 
the cost paid by Commodity Credit Corporation represents the equivalent to 
the cost of buying, handling, and storing the butter and nonfat dry milk produced 
from a hundredweight of milk. 

Section 407 of the Agricultural Act of 1949 authorized the Corporation to make 
available farm products for use in distress areas and in connection with any 
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major disaster determined by the President to warrant assistance under Pyjjjs 
Law 875. Under this authority the 1954 emergency feed program was initiate 
on August 2, 1954. 

2. Supply and foreign purchase program: This program is carried out und 
the authority contained in the Corporation’s charter, particularly sections ; 
(b) and (c) thereof. The Corporation procures foods, agricultural commoditie 
their products, and related materials to supply the requirements of Governmery, 
agencies, foreign governments, and relief and rehabilitation agencies and to meg 
domestic requirements. Foods, agricultural commodities, and their products 
are procured or aid is given in their procurement to facilitate distribution or to 
meet anticipated requirements during periods of short supply. 

Operations are conducted in accordance with procedures and policies reagsop. 
ably calculated to assure compliance with section 4 of the act of July 16, 1943 
(15 U. 8. C. 7138a-9), which requires that the Corporation be fully reimbursed 
for services performed, losses sustained, operating costs incurred, or commodities 
purchased or delivered to or on behalf of any other Government agency from the 
appropriate funds of such agency. 

3. Storage facilities program: This program is carried out under the authority 
contained in the Corporation’s charter, particularly sections 4 (h), 4 (m), and 5 
(a). The Corporation (a) purchases and maintains granaries and equipment for 
care and storage of grain owned or controlled by the Corporation; (b) makes 
loans for the construction or expansion of farm storage facilities; (c) provides 
storage-use guaranties to encourage the construction of commercial storage 
facilities; and (d) undertakes other operations necessary to provide storage 
adequate to carry out the Corporation’s programs. : 

4. Commodity export program: This program is carried out under the authority 
contained in the Corporation’s charter, particularly sections 5 (d) and 5 (f, 
sections 407 and 416 of the Agricultural Act of 1949, the International Wheat 
Agreement Act of 1949, the Agricultural Trade Development and Assistance 
Act of 1954, and title I of the Agricultural Act of 1954. The Corporation stimi- 
lates the export of agricultural commodities and products through sales, barter, 
payments, and other means. 

The International Wheat Agreement Act of 1949 authorizes the President, 
acting through the Corporation, to make available such quantities of wheat 
and wheat flour to importing countries, and at such prices, as may be necessary 
to exercise the rights, obtain the benefits, and fulfill the obligations of the United 
States under the International Wheat Agreement. In turn, the Corporation is 
authorized to use its general borrowing authority to pay current obligations and 
to be repaid therefor from appropriations made specifically to cover the costs of 
the International Wheat Agreement. 

In addition to exports under the International Wheat Agreement, a program 
was initiated in the fall of 1953 under which wheat was offered to the export trade 
for export as wheat or flour at competitive prices below domestic price but not 
below the applicable International Wheat Agreement price. 

Title I of the Agricultural Trade Development and Assistance Act of 1954 
authorizes the President, until June 30, 1957, to carry out a program for the sale 
of surplus agricultural commodities for foreign currencies. The act further pro- 
vides various specified uses of the foreign currencies by any department or agency 
of the Government and reauires reimbursement to Commodity Credit Corpors- 
tion by the agency using such funds if eppropriations have been made for any of 
the specified uses. To the extent the Corporation is not thus reimbursed by other 
agencies, the act authorizes appropriations to reimburse Commodity Credit 
Corporation for its investment in commodities used under the act including proc- 
essing, packaging, trensportation and handling costs, and for costs incurred in 
financing the exportation of commodities, and limits transactions reauiring appro 
priations to $700 million. 

In addition to the authority contained in title I of the Agricultural Trade 
Development and Assistance Act of 1954 to sell agricultural commodities for 
foreign currency, the Corporation may also use its charter authority to effect 
seles for foreign currency when such sales are in the interest of the Corporation 

To the extent that operations under the commodity export program involve 
the disposal of price support commodities held in CCC’s inventories, such dis 
posels are for accounting purposes treated as price support program disposals. 

5. Special activities: These are miscellaneous activities carried out under 
authority of section 5 (g) of the Corporation’s charter and various statutory 
authorizations. Operations under these special activities for each of the fiscal 
years 1954, 1955, and 1956 are summarized below: 
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(a) Section 391 (c) of the Agricultural Adjustment Act of 1938, as amended 
(7U.5. C. 1391), requires the Corporation to lend to the Secretary of Agriculture 
during each fiscal year such sums, not to exceed $50 million as he estimates will be 
required to make advances for the purchase of conservation materials from Janu- 
arv 1 to June 30 of each year. Repayment is usually made during the succeeding 
fiscal year from appropriated funds, with interest at least equal to the rate paid 
by the Corporation. In 1954, a total of $30,143,881 was loaned; it is estimated 
thet $43,450,000 will be loaned during each of the fiscal years 1955 and 1956. 

b) Under the provisions of the annual appropriation act for the Department 
of Agriculture the Secretary of Agriculture bas determined that Corporation funds 
should be transferred for use in the eradication of foot-and-mouth disease in 
Mexico and related border inspection and quarantine. For the fiscal vear 1954, 
advances and interest through June 30, 1955, amount to $5,788,897. An estimate 
to reimburse the Commodity Credit Corporation for this amount is proposed for 
1956 and is discussed elsewhere in these explanatory notes. 

(c) Pursuant to authority contained in the item ‘Marketing services, Produc- 
tion and Marketing Administration,’ in the 1952 Department of Agriculture 
Appropriation Act (7 U. S. C. 440, 414a), the Corporation advances to the Agri- 
cultural Marketing Service nonadministrative funds for grading tobaceo and class- 
ing cotton without charge to producers. Costs of such grading and classing of 
those commodities which are not placed under price support are repaid to Com- 
modity Credit Corporation from subsequent appropriations. No provision for 
reimbursing the Corporation for such costs is included in the estimates for 1956 
since sufficient funds were available to the Agricultural Marketing Service during 
the fiscal year 1954 for this purpose. It is estimated that advances of $1,211,000 
and $1,300,000 will be made for this purpose during each of the fiscal years 1955 
and 1956, respectively. 

(d) Under the provision of the act of June 25, 1953 (67 Stat. 80), the Commodity 
Credit Corporation transferred to the Government of Pakistan a total of 22,859,650 
bushels of wheat at a cost of $69,273,881. The act of August 7, 1953 (67 Stat. 476), 
authorized the transfer of Commodity Credit Corporation stocks to friendly peo- 
ples in meeting famine or other urgent requirements. Under this act, wheat and 
wheat flour were transferred to Jordan, Libya, and Bolivia at a cost to the Cor- 
poration of $9,676,628. Both of these laws authorize appropriations to reimburse 
Commodity Credit Corporation for its costs, and the 1956 estimates propose 
appropriations in these amounts for these purposes. These estimates are dis- 
cussed in detail elsewhere in these explanatory notes. 

(e) The facilities and stocks of the Corporation were authorized (67 Stat. 150) 
to be used by the Secretary for emergency assistance in furnishing feed to farmers. 
ranchers, and stockmen in connection with the 1953 emergency feed program in 
disaster areas. The 1956 budget includes an estimate of an appropriation of! 
$42,100,000 to reimburse the Corporation for these losses as discussed in more 
detail elsewhere in these explanatory notes. 

(f) As a means of stabilizing the dairy industry and further suppressing and 
eradicating brucellosis in cattle, section 204 of the Agricultural Act of 1954 author- 
izes the Secretary to transfer not to exceed $15 million annually for a period of 
2 years from funds available to the Commodity Credit Corporation to the Agri- 
cultural Research Service for the purpose of accelerating the brucellosis eradica- 
tion program. Annual appropriations of such sums as may be necessary to reim- 
burse the Commodity Credit Corporation for such expenditures are authorized 
It is estimated that $12,700,000 and $15 million will be required by the Agricul- 
tural Research Service in fiscal vears 1955 and 1956, respectively, for which esti- 
mates will be included in the 1957 and 1958 budgets to provide reimbursement 
to the Corporation. 

(g) Title II of the Agricultural Trade Development and Assistance Act directs 
the Commodity Credit Corporation to make available to the President surplus 
agricultural commodities for transfer to friendly nations and friendly populations 
in order to meet famine or other relief requirements. In addition, the President 
is authorized to make transfers on a grant basis to assist friendly countries or 
voluntary foreign relief agencies. No programs are to be undertaken after June 
30, 1957, and total expenditures, including the Corporation’s investment in the 
commodities and costs of delivery f. o. b. vessel are not to exceed $300 million. 
It has been estimated that transfers under this title will approximate $120 million 
during 1955 and $100 million in 1956. Appropriate adjustments have been made 
In accounts receivable to reflect amounts to be recovered by appropriation in the 
1957 and 1958 budgets. 


58682—55—pt. 3——24 
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(h) The act of July 26, 1954 (68 Stat. 529), authorizes the Commodity Creqj 
Corporation to transfer to the following agencies, free on board transportatioy 
conveyance at point of storage, surplus hay and pasture seeds as follows: Fores 
Service, 485,000 pounds; Fish and Wildlife Service, 163,000 pounds; Bureau of 
Land Management, 252,000 pounds. The act also authorizes appropriations jg 
reimburse the Corporation for its investment in the seeds so transferred. Adjust. 
ments in acecunts receivable have been made to reflect recovery of these costs 
by appropriation in the 1957 budget. 


Administrative expense limitation: 
pT Eee le ee ai Sea eee Seep S38: _~ 1$25, 290, 000 
SAO SG 2k, cin ann Hees Sed shines hws ducted 26, 000, 000 


1 Includes supplemental of $7,290,000 contained in the Urgent Deficiency Appropriation Act, 1955. 


OPERATING RESULTS AND RETAINED EARNINGS 


The Corporation’s records show that operations as described in the foregoing 
resulted in a net budget expenditure of $1,216 million in 1954. It is estimated 
that such operations will result in net budget expenditures of $2,159 million jy 
1955 and $1,015 million in 1956. The Treasury, however, during the fiscal year 
1954, did not reflect in the Corporation’s checking account note cancellations te 
reimburse the Corporation for prior year costs of eradication of foot-and-mouth 
disease and International Wheat Agreement. For budgetary purposes, therefore, 
the budget estimates reflect net budget expenditures of $1,526 million for the 
fiseal vear 1954. The net loss for 1954, including both realized losses of $588 
million and net increases in valuation allowances of $413 million amounted to 
$1,001 million. It is estimated that net losses of $1,029 million and $820 million 
will be incurred in 1955 and 1956, respectively. 

Pursuant to the act of March 8, 1938, as amended (15 U. S. C. 713a-1), an 
appraisal of the assets and liabilities of the Corporation is made each year by the 
Secretary of the Treasury to determine net worth. If the net worth is less than 
$100 million the Secretary of the Treasury restores the amount of capital im- 
pairment; if net worth is more than $100 million the Corporation pays the surplus 
to the Treasury (15 U. 8. C. 713a-2). 

Annual appraisals as of June 30, 1953, and as at the close of prior fiscal years, 
were based upon valuation of assets at the lower of cost to the Corporation or 
average market value during June of the fiscal year. Capital impairment deter- 
mined in that manner resulted from valuation of assets at less than cost and 
from realized losses on sales and other operations. Public Law 312, approved 
March 20, 1954, provides that the appraisal of assets shall be on the basis of 
cost to the Corporation; therefore, future appraisals will determine the amount 
of surplus or capital impairment on the basis of realized losses without regard 
to established losses from revaluation of assets. 

There was a deficit of $1,092,306,419 on the books of the Corporation as of 
June 30, 1954. This deficit is composed of $1,049,338,923 in valuation reserves 
established against the assets of the Corporation as of June 30, 1954; $41,332,837 
representing costs, recorded on the books of the Corporation at June 30, 1954, 
in connection with the furnishing of feed in the drought emergency program; 
and $1,634,659 in unrestored realized losses. Only that portion of the deficit 
which represents actual realized losses is subject to restoration under the pro- 
visions of Public Law 312. The total realized loss of $588,501,678 for the fiscal 
year 1954, had, in effect, been restored to the extent of $545,534,182 by the act 
of February 12, 1954. The 1956 budget proposes appropriations to effect the 
restoration of the difference of $42,967,496; $41,332,837 relating to the furnishing 
of feed in the drought emergency program and the remainder, $1,634,659 for 
unrestored realized losses. 

FINANCIAL CONDITION 


The Corporation’s assets, which consist principally of price-support loans 
receivable and inventories, were valued at $5,535 million as of June 30, 1954, and 
are estimated at $6,408 million as of June 30, 1955, and $5,598 million as of 
June 30, 1956. The estimated decrease in assets as of June 30, 1956, below 
June 30, 1955, primarily represents a decrease of $630 million in the estimated 
value of loans outstanding and a decrease of $61 million in the estimated 
value of inventories offset by an increase of $197 million in the estimated value 
of accounts and notes receivable. The decrease in loans outstanding is due 
primarily to cotton. The increase in accounts and notes receivable mainly 
reflects the financing of sales for foreign currencies and assistance to friendly 
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eoples under the Agricultural Trade Development and Assistance Act of 1954, 
for which the Corporation will not be reimbursed until 1957 and subsequent 
fiscal years. 

The changes in the Corporation’s assets are also reflected in its principal lia- 
bilities and investment of the United States Government. Outstanding borrow- 
ings from the Treasury are estimated to amount to $6,339 million as of June 30, 
1955, and $7,352 million as of June 30, 1956. Other liabilities of the Corporation, 
principally, price support loans held by banks, amounted to $2,347 million as of 
June 30, 1954; it is estimated that these liabilities will amount to $1,791 million 
as of June 30, 1955; and $1,086 million as of June 30, 1956. In addition, the 
Corporation had contingent liabilities as of June 30, 1954, amounting to $225 
million. It is estimated that these contingent liabilities, consisting primarily of 
purchase agreements outstanding, will amount to $89 million and $127 million 
as of June 30, 1955, and 1956, respectively. 


ADMINISTRATIVE EXPENSES 


Administrative expenses cover the costs of the general supervisory and operating 
staff engaged in carrying out the programs of the Corporation. Estimated costs 
of the auait of the Corporation’s accounts by the General Accounting Office and 
rental costs for the Corporation’s proportionate share of the office space in 
Government-owned buildings in Washington occupied by personnel of the (om- 
modity Stabilization Service are included as administrative expenses. Not in- 
sluded in this category however, are necessary expenses (including special services 
performed on a contract or fee basis, but excluding other personal services) 
in connection with the acquisition, operation, maintenance, improvement, or 
disposition of any real or personal property which the Corporation owns or 
in which it has an interest. Such expenses are treated as nonadministrative 
as provided in the language carried annually in the appropriation act making 
corporate funds available for administrative expenses. The language proposed 
in the budget for the fiscal year 1956 authorizing expenditures for administra- 
tive expenses of the Corporation contemplates that the Corporation will, con- 
sistent with its established practice, treat as nonadministrative expense all 
expenses of the types which have been so treated since 1951. It is also contem- 
plated that administrative expenses will be accounted for on an obligation basis 
as has been the case in the current and prior years. 

Administrative services are performed for the Corporation by the employees 
of the Commodity Stabilization Service, and the Corporation assumes its equitable 
share of the costs of Commodity Stabilization Service personnel and other ex- 
penses. In addition, the Corporation utilizes the services of other agencies when 
it is advantageous to do so. 

The requested administrative expense authorization does not include any 
amount for administrative expenses incurred in connection with the supply and 
foreign purchase program. Under this program, the Corporation procures agri- 
cultural commodities for sale to other Government agencies, to foreign govern- 
ments, to domestic, foreign or international relief or rehabilitation agencies, and 
to meet domestic requirements. The production or stockpiling of agricultural 
commodities initiated under sections 302 and 303 of the Defense Production Act 
of 1950 is also carried out inder this program. The budget for the fiscal year 1956 
contemplates that the Corporation will be fully reimbursed for administrative 
expenses incurred in connection with this program. Such reimbursements, which 
are generally obtained through a markup on invoices evidencing sales under 
this program, are credited on the books of the Corporation to an income account 
which, in turn, is charged with all of the administrative expenses incurred in 
connection with this program. 

Balances remaining in the account at the end of any fiscal year are used in 
succeeding fiscal years to defray administrative expenses incurred in liquidating 
all phases of this program. The markup is established at a rate which is so deter- 
mined and applied as to provide full reimbursement on an overall basis for all 
administrative expenses in connection with the supply and foreign purchase 
program and takes into account the fact that with respect to particular com- 
modities, sales, or operations the markup may be more or less than the exact 
administrative expenses incurred. The rate of markup is adjusted from time to 
ume as conditions warrant. 
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Restoration of capital impairment, Commodity Credit Corporation 


Se is. ME. » wan cenccensuetduceounceuniedentoenen ; 
ee nn iene akan eis $1, 634, 65 
inn Aibicnt nhc tn «ham dnb ale nomena weenie ae eee +1, 634, 634 


Notr.—Although an increase of $1,634,659 is requested for this item in 1956 
a direct appropriation basis, there is actually a decrease of $548,517,189 compared 
with the authorization contained in the act of Feb. 12, 1954 (Public Law 295, 
providing for cancellation of notes issued by the Commodity Credit Corporatiy; 
to the Secretary of the Treasury. 


Project statement 


| 


Note cancellations in 1954 








| Budget esti. 
By project or function f D | Mate, 195 
— z 1952 impair- Bact eerease =| (1954 impair. 
ment ent (Public ment 
Law 295) 
Restoration of capital impairment-..-_-- $96, 205, 161 $550, 151, 848 | —$548, 517, 189 $1, 634, 659 
DECREASE 


The decrease in this item results from the effect of the act of March 20, 1954 
(Public Law 312, 83d Cong.) which changed the annual appraisal of the assets to a 
realized-cost basis. Previous restorations were based upon the valuation of assets 
at the lower of (1) cost to the Corporation, or (2) average market value during 
June of the fiscal year. On this basis, the capital restoration of $550,151,848 
provided by the act of February 12, 1954 (Public Law 295) included estimated 
losses of $545,534,182. Following the change in the appraisal basis, this $545- 
534,182 became available for application against losses realized in the fiscal year 
1954. Total realized losses in the fiscal year 1954 amounted to $547,168,84! 
(excluding the 1953 emergency feed program, for which a separate appropriatio: 
is being requested in 1956). After application of the $545,534,182 restored in 
1954 by Public Law 295 to the realized loss for 1954, the remainder, $1,634,659, 
represents the unrestored realized loss for which an appropriation is requested in 
the 1956 budget estimates. Details of the estimate are as follows: 





Cumulative operating loss as of June 30, 1953______________-- $3, 232, 454, 235 

Less: Estimated losses as of June 30, 1953__._._......-.------ 636, 711, 746 

Realized losses as of June 30, 1953____.__..__.___-_---- 2, 595, 742, 489 
Cumulative restoration of capital impairment (based on valua- 

tion of assets) as of June 30, 1953___.._......-...-------- 3, 141, 276, 671 
Excess of restorations over realized losses as of June 30, 

Best oer. Se Ae S08 eel pola a enka 545, 534, 182 

Total realized losses, fiscal year 1954_.__....__..__._.__---.---- 588, 501, 678 


Less: Losses during 1954 on feed furnished in emergency-dis- 
aster areas (included in the proposed appropriation of $42,- 


SOR ci ake nd BOUL ATEOL. old Donde tall de edn aden 41, 332, $37 
Realized losses to be recovered pursuant to act of Mar. 8, 

BOUe, GONE, 10. donald oi Sate deails nad anden 547, 168, 54! 

Less: Estimated losses previously restored____....._..------- — 545, 534, 182 

Amount to be recovered through June 30, 1954______--- 1, 634, 659 


CHANGE IN LANGUAGE 


The estimate for this item includes proposed new language as follows: ; 

To restore the capital impairment of the Commodity Credit Corporation 
determined by the appraisal of June 30, 1954, pursuant to section 1 of the act 
of March 8, 1938, as amended (15 U.S. C. 713a—1), $1,634,659. 

The new language is proposed in order to provide an appropriation for restora- 
tion of the capital impairment of the Commodity Credit Corporation in accord- 
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snce with (1) section 1 of the act of March 8, 1938, as amended, which authorizes 
he appropriation of ““* * * an amount equal to any capital impairment found 
o exist by virtue of any appraisal as provided herein,” and (2) the act of March 
), 1954 (Public Law 312, 83d Cong.) which requires that “such capital impair- 
ment shall be restored with appropriated funds as provided herein rather than 
through the cancellation of notes.” 


Administrative expenses, Commodity Credit Corporation 


Appropriation act, 1955 (limitation on use of corporate funds) $18, 000, 000 
Supplemental authorization (Urgent Deficiency Appropriation Act, 
7, 290, 000 


Base for 1956 
Budget estimate, 1956 


Increase (to provide for anticipated program volume in 1956 
and for a contingency reserve for potential needs) +710, 000 


Project statement 


1954 1955 | Increase or 1956 
| (estimated) | decrease | (estimated) 


| 
$$ _|__ | 
|, Price-support program.............-. $18, 650, 796 | $77, —$416,914 | $23, 460, 086 
2. Storage-facilities program 1, 084, 181 | ¢ +92, 000 1, 390, 000 
3. Commodity-export program ; | +100, 000 
idy program (in liquidation) abit 5 | 
‘ontingency réserve or unobligated balance_| +934, 914 934, 914 





[ota] limitation or estimate , ; 25, 290, +710, 000 26, 000, 000 





Functional budget statement 


| 
1955 1956 


tne 95 2 ; 
Function | 1954 | (estimated) | (estimated) 


1. Program formulation and direction ___-_--- __....-.-...| $2,227,288 | $2,837,966 | $3, 029, 896 
2. Fiscal, transportation and warehousing services 1, 097, 460 1, 296, 227 1, 322, 837 
’, Audit, compliance, and investigation services- - -- ; | 1, 183, 017 1, 376, 575 | 1, 528, 763 

S OT | 14, 536, 622 | 19, 073, 438 | 18, 385, 296 
Transfers to cooperating agencies--_- = sich 705, 794 705, 794 | 798, 294 
Contingeney reserve or unobligated balance _.------- 249, 819 | --- Fins 934, 914 


} 


Notal imaGNEiOt SoS) ede Ne incaneawel 20, 000, 000 25, 290, 000 26, 000, 000 


Function 1. Program formulation and direction 


_ This function includes formulating the programs and program policies; develop- 
ing the operating provisions of the various programs; providing for the dissemina- 
tion of these provisions to producers and segments of industry involved; and 
determining and facilitating the means for storing, managing, and disposing of 
commodities acquired as a result of price-support operations. These operations 
are performed by the Board of Directors, the Advisory Board, the Administrator 
of Commodity Stabilization Service, and the CSS Commodity Divisions, and 
include continuous economic, analytical, and other related work required on 
announced programs, and on related commodities. 

rhe Agricultural Act of 1949, as amended, provides mandatory price support 
for the six basic commodities—corn, cotton, wheat, rice, peanuts and tobacco— 
and for the specific nonbasic commodities—wool, mohair, tung nuts, honey, 
milk, butterfat, and the products of milk and butterfat. Price support for other 
commodities is discretionary. The level of support for designated nonbasic 
commodities and the need for the program as well as the level of support for other 
commodities must be predicated upon economic factors set forth in the act. The 
impact of these programs upon the national economy must be carefully considered. 
It is necessary to make these analyses not only on those commodities involved in 
price-support programs but also to keep under constant surveillance the whole 
area of competing and substitute commodities in order to assure that price-support 
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operations will not disadvantageously affect the prices and marketing of gyi 
competing or substitute commodities. (Actual operations in the field are carries 
out through the Commodity Stabilization Service commodity offices, and jh 
Agricultural Stabilization and Conservation State and county offices, 
function 4.) The increase in the estimated cost of this function results primary 
from increased costs for the special school milk program. 


Function 2. Fiscal, transportation, and warehousing services 


These services include (1) determining overall fiscal, accounting and _prie 
policy, (2) determining overall policy for custody, transportation and wap. 
housing, and (3) assisting in the formulation of claims policies and procedure 
which insure the protection of the interests of the Corporation in the settlement of 
claims. Included also is the technical supervision of these functions and thp 
maintenance of the overall books and accounts of the Corporation. 

These functions are performed by the Fiscal and Transportation and Wap. 
housing Divisions, and, in addition to providing operational data for the every. 
day management and conduct of the business, they enable the Corporation t 
comply with the multitude of prescribed fiscal, transportation, and property 
accountability laws and regulations. The increase in the estimated cost of this 
function results partly from the special accounting activities for new operations 
(agricultral trade development and assistance, famine relief, and other assist. 
ance, etc.) begun in the fiscal year 1955 and estimated on a fvll year basis for the 
fiscal year 1956. 


Function 3. Audit, compliance, and investigation services 


These services determine whether the funds of the Corporation have been 
properly accounted for and its affairs properly administered, detect fraud or pro- 
gram violations and assist in criminal or civil litigation. 

In addition to specific recoveries to the Government resulting from fines, pen- 
alties, disallowed claims and collection of loans, this work has resulted in in- 
calculable benefits derived from the factor of deterrence brought about through 
general knowledge that audits and investigations are being conducted. The in- 
crease in the estimated cost for this function results from the increased audit and 
investigation activities as previously justified. 


Function 4. Program field operations 


Programs are carried out in the field primarily through 8 Commodity Stabili- 
zation Service commodity offices and 48 State agricultural stabilization and con- 
servation offices. Their functional operations apply to accounting for loans, in- 
ventories and costs, and the storage, management, and dispostion of inventories 
of all commodities. 

The amounts required by the CSS commodity offices during the fiscal years 
1955 and 1956 were determined in the same manner as for previous budgetary 
submissions. The operating budgets for these offices for the current fiscal year 
have also been prepared in this manner. The method used is based upon the 
monthly Work Status Report. This report reflects the actual number of docu- 
ments (freight bills, loading orders, notes, etc.) processed and the actual man-days 
required for such processing for each office. The estimated program volume to 
be handled by each office was converted into the number of documents to be 
processed during each fiscal year. On the basis of experience as reflected in the 
Work Status Report, the productivity rates expected to be attained were applied 
to the documents to be processed to determine the man-days required. This 
covered all of the expenses of these offices, except funds used for fixed operating 
costs such as supervisory personnel and costs other than personal services which 
were estimated on the basis of past experience. The end of the fisca] year 1951 
marked the third complete fiscal year of operating with the Work Status Report. 
It also marked the second year of increased productivity as measured by the 
Work Status Report. It should be pointed out that the productivity rates re- 
flected in the operating budgets for the CSS commodity offices for 1955 and the 
budget estimates for the fiscal years 1955 and 1956 are approximately 7 percent 
higher than actually attained during the fiscal year 1954. 

The amount of funds required for program field operations is directly related 
to the volume of program operations. The attached table 1 reflects the volume 
of program operations for the fiscal years 1955 and 1956 and table 2 reflects the 
volume in terms of man-years and financial requirements for program field opera 
tions. 

As shown in table 1 the estimated workload for the CSS commodity offices for 
the fiscal year 1956 is less than for the fiscal year 1955. This is primarily due t 
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decre ased loans on wheat and cotton. Although carlot sales of commodities other 
than cotton are estimated to be slightly higher in the fiscal year 1956, carlot 
acquisitions of these commodities are estimated to be 38 percent below the 4 leas 
estimated for the fiscal vear 1955. However, this decrease in workload is partially 
offset by the anticipated large increase in the forfeiture of cotton loan collateral 


and cotton sales. 
The decrease in the estimated cost of this function is also partially offset as a 


result of strengthening the supervision and administration of the CCC grain 
storage structure program at the State office level during the fiscal year 1955, 
which will be continued on a full-year basis during the fiscal vear 1956. 


INCREASED BUDGET FOR ADMINISTRATIVE EXPENSES 


Mr. Warren. Since this was covered in your general statement, 
we will turn to the increases, which cover the restoration of capital 
impairment, $1,634,659, and administrative expenses, $710,000. 
Since your primary work is reflected in the employment of Commodity 
Stabilization Service personnel, I would like to know why the large 
increase in Commodity Credit Corporation administrative expenses. 

Mr. Beacu. That is not an actual increase in estimated obligations. 
That total request for the fiscal year 1956 includes $934,914 for the 
reserve and the actual amount of funds we expect to utilize in the 
fiscal year 1956 based on the current program volume estimates is 
less than what we are utilizing in fiscal year 1955. 

Mr. Wuirren. In other words, the reserve that you recommend 
would show up as an item in the CCC appropriation, pending the time 
you allocate it or use it? 

Mr. Beacu. It will show up in the form of limitation availability 
to the CCC but only to be used on the making of a proper showing to 
the Bureau of the Budget. 

Mr. WuittrEN. So this does not reflect any large increase in the 
total number of corporation employees? 

Mr. Beacu. Sir, we intend to use, based on our current estimates, 
4,603.9 man-years in the fiscal year 1956 as compared with 4,670.7 in 
the current fiscal year. 


BUDGET FOR CAPITAL IMPAIRMENT 


Mr. Wuirren. Now, what is the change in the law with regard to 
capital impairment, briefly, in the last 2 or 3 Congresses? You 
mentioned them earlier. 

Mr. Bracu. The act of March 8, 1938, prior to this past year 
required the Treasury to make appraisal of the assets and liabilities 
of the Commodity Credit Corporation, as of June 30 each year, and 
to evaluate the assets of the corporation on the basis of average 
market pric es in June or cost, whichever was lower. That meant 
that the Treasury established an estimated loss as well as an actual 
loss in making this appraisal. 

Congress, last year, at the time of considering an increase in borrow- 
ing authority, when the Corporation was short on borrowing authority, 
approved an amendment to the act of March 8, 1938, which require .d 
the Treasury to make its appraisal on a straight realized gain or loss 
basis. In other words it recognized no estimated losses in its appraisal. 

Now, as of the time that act was passed, the Corporation had 
already been reimbursed from the Treasury by $545 million, approxi- 
mately, for estimated losses. So, in asking for the restoration of 
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capital impairment this year, we subtracted from the total realize 
loss the estimated losses that had previously been reimbursed to th, 
Corporation and that is the reason for the very small amount of th, 
restoration requested this year, approximately $1,600,000. 


LOSSES THROUGH STORAGE CHARGES 


Mr. Wuirren. Mr. Beach, you folks keep adding further and 
further proof of the correctness of my views. I have just been going 
over these tables showing the large part of the total loss of the Cor. 
poration that are storage charges. 

In other words, over the period of time that we have had thes 
commodities, with the Government following the policy of not selling 
them to the world on a competitive basis, the big, big percentage of 
the losses have been in the storage charges. 

I have often wondered why it was that last year or the year befor 
last you raised the storage rates that you pay. I have always under 
stood that when a warehouse was partially full the per unit charg 
of payment would be larger than if you had huge quantities and a 
full warehouse. 

What is the basis for the increase which the Corporation made in 
the rates that you paid in storage on your commodities? 

Mr. Ricwarps. Mr. Whitten, I think the increases you referred to 
were under the uniform grain storage agreement. That was the subject 
of long negotiation between the Department and the elevator people 
and the primary reasons given for the necessity of some increase in 
storage rates, and we did not give anything like all that was asked 
for, either, were two. One, that costs of handling the product, the 
labor costs and machinery costs had all advanced since the last change 
in rates, and the other was that holding this grain for longer periods, 
such as they had had to do, wasn’t the usual kind of storage; that is, 
they contended and perhaps properly so, that their normal storage 
rates and storage operations were based on storing for perhaps a year 
and then moving it out. 


COMPETITIVE SALE OF COMMODITIES 


Mr. Wuirten. Don’t you think you have just added further 
evidence of who suffers # ome you won’t sell the grain? 

Mr. Ricwarps. I think that we have moved quite a lot of grain. 
The size of our production was such that with the declining world 
market, I do not know how much more could have been moved. _ 

Mr. Wuirten. What is the latest total report on your total obli- 
gations against your borrowing authority? 

Mr. Beracu. As of December 31, sir, we had approximately 
$7,877,600,000 obligated. The current estimate is that we will be at 
a peak of approximately $8.5 billion in March 1955, that is, $8. 
billion of borrowing power in use. 

Mr. Waurtren. What is your limit now? 

Mr. Bgacu. $10 billion. And then, by February 1956, we will have 
reached approximately $9.5 billion. 

Mr. Wuirren. You are indicating that I am going to lose my fight 
to get the Government to offer some of these commodities for sale. 
It is presumed, if we follow the present Government policy of not 
offering these commodities for sale, in world trade competitively—— 
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Mr. Beacu. These estimates include very healthy estimates of sales. 

Mr. WuitTen. Sales or disposals? 

Mr. Beacu. Disposals. 

Mr. Wuitten. Now you are getting down to the real facts. 

Mr. Beacu. On the other hand, to the extent that we do estimate 
ales, and sometimes they do not transpire, then our use of borrowing 
nuthority will be greater. 

Mr. Wuirren. If I could win my fight, that might improve the 
ituation somewhat. 

Mr. Beacu. The greater the sales, the less use of borrowing 
authority. 

Mr. Wuirten. These estimates are not based on a change in 
Government policy 

Mr. Beacu. They are based on current policies. 

Mr. Wuitren. Yes. 


INTEREST RATES AND COSTS 


In computing what part of the Corporation’s total borrowing 
authority 1s in use, what part of our outstanding obligations are in 
paper with private lending institutions as opposed to Treasury 
borrowings? 

Mr. Beacu. Of the $7,877,600,000 in use on December 31, 1954, 
$5,532,000,000 represented actual borrowings from the Treasury; 
$2,345,600,000 represented loans held by lending agencies including 
certificates of interest. 

Mr. Wuirren. How do the interest rates compare between the 
Treasury and the lending institutions? 

Mr. Beacu. The Treasury rate is changing quite rapidly, it was 
down as low as 1 percent early in this past year. At the current 
time, it has been raised to 1% percent as of February 1. The amount 
that we are paying on the certificates of interest that we issued in 
November was 1% percent. The amount that we are paying lending 
agencies now, effective for 1954 crops, is 24 percent, including a half 
percent service charge for actual handling of documents. Actual 
interest rates are 1% percent. 

Mr. Wuirtren. I would like for you to show for the record in 
round figures, for the last fiscal year and for the present fiscal year, 
how much will be paid out in extra interest cost where you have 
used private lending agencies as against borrowing directly from 
the Treasury. 

Mr. Beacn. That might not be a full measure of the difference, 
because of the extra cost that we would have had to incur to offset 
the services lending agencies render the Corporation; if it is on a 
straight interest basis it would not be a full reflection of the difference 
i cost. 

(The information is as follows:) 

It is estimated that the additional interest costs incurred by CCC through the 
use of private lending agencies in lieu of Treasury financing are $4,385,000 for the 
fiscal year 1954 and $12,750,000 for the fiscal year 1955. Partially offsetting in- 
creased interest costs incident to certificates of interest held by private lending 
agencies, the Treasury Department refinanced certain borrowings of CCC, there- 
by reducing its interest costs by an estimated $1,868,000 during the fiscal year 
1954 and by an estimated $4,644,000 during the fiscal year 1955. 
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Mr. Wuirren. If you deal directly with the Treasury, you deal 
a different basis than where it is in private financial circles. Thy 
handling charge is not assessed if you deal with the Government, by 
it is if you go through this extra channel. I think my figure would by 
rather sound. 
DISPOSAL OF 1949 CORN 


Mr. MarsHauu. Mr. Berger, the other day it was stated that q 
considerable amount of corn was disposed of. Can you tell me hoy 
many bushels of the 1949 corn was sold and how many bushels of 
that was No. 2? 

Mr. Bercer. Approximately 170 million bushels. I wouldn’t have 
any way in the world of telling how much of the total graded No.2 
It was surprising the amount that was graded No. 2 after being in 
storage that long. 

Mr. MarsHauu. You haven’t kept any record? 

Mr. Bercer. You would have to go clear back to the county con- 
mittees and make a long check on that to find out just exactly what 
the percentage of that would be. There are some areas where the 
corn went in in good condition, and there came out a surprisingly 
large amount of No. 2. It wasn’t all No. 2 when it went in. 


DRIED MILK PRICE DETERMINATION 


Mr. MarsHauu. Mr. Berger, I have been interested in the way that 
you arrived at the price of selling milk at 3% cents a pound, this dried 
milk. Can you tell me what means you used to determine that price? 

Mr. Bercer. It was determined on the basis of the protein content 
in dried skim milk, as a supplement to soybean meal which was in 
short supply. It was sold on a protein basis, to replace the protein 
in soybean meal. The price was arrived at by taking into considera- 
tion that the milk was packaged in unusual sized packages for the 
feed manufacturing industry to use. 

Mr. MarsHatt. It is interesting to note that when you decided to 
sell this surplus dried milk at not oe than 3 cents a pound 

Mr. Bercer. 3% cents. 

Mr. MarsHau.. I believe the announcement was made on March 
24. You had a number of orders. It is interesting to note in the 
first 10 days of the sale that you sold 381 million pounds after the 
announcement. 

Mr. Bercer. In the first 3 days? 

Mr. MarsHauu. The first 10 days. 

Mr. Bercer. That could be possible. I am not sure of the figure. 
I wouldn’t deny it, because I haven’t checked it. I know there were a 
large number of orders on hand at the commodity offices as soon as 
the sale was opened. Many people were under the impression that 
we were not going to have enough milk to take care of the demands 
that were made during that period. 

Mr. Marsua.t. It is further interesting to note that the following 
2 weeks after the first sale that it dropped down to 26 million pounds, 
which further confirms the fact that the people were 








Mr. Bercer. The sales were on the basis that they had to take the 
merchandise within 60 days. Some firms bought enough milk to take 
care of their requirements through the entire period of the program. 
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ome took delivery within the 60 days of all the milk that they planned 
o use during the entire period of the program. We had a completion 
jate. In other words, they had to use up all the milk by November 1. 
thad to be out of the way. It began on May 3, and we made out last 
sales on August 31. 


LARGE BUYERS OF DRIED MILK 


Mr. MarsHa.u. Did you sell more than 20 cars to any one customer? 

Mr. Bercer. Yes. 

Mr. MarsHatu. Mr. Chairman, would it be possible to place in 
the record at this point the sales of over 20 cars? 

Mr. Wuitten. Yes. It will be satisfactory to put it in the record 
at this point. 

Mr. Bercer. Let me get the question correctly now. You want 
us to place in the record the sales we made which were over 20 cars 
a day—— 

Mr. MarsHALt. To any one customer. You have the small sales 
below 20 cars to a customer, but we are not interested in that. 

(The information requested follows:) 


Buyers of 20 carloads or more of nonfat dry-milk solids from CCC for animal and 
poultry mixed feed in 1954 
Pounds 

Alabama: Alabama Flour Mills, Decatur_ ‘ aa , 2, 265, 120 
California: 

Albers Milling Co., Oakland 

Bell Grain & Milling Co., Pomona_ 

California Milling Corp., Los Angeles _ 

General Mills, Inc., San Francisco 


500, 625 
, 727, 480 
978, 298 
304, 825 
263, 800 
460, 125 
967, 487 
903, 313 
312, 000 
440, 000 


Glesby Bros., Monrovia_-- 
J. B. Hill C O., Fresno _ Best 
Poultry Producers of C ‘entral C ‘alifornia, ‘San Francisco_ oe 
San Diego Poultrymen’s Cooperative Association, San Diego__ 
Topper Feed Mills, Fresno___-------------- ee ae 
Connecticut: Central Connecticut Co-op Farmers’ Association, 
Man thester__ _ - ea eae aa 2, 179, 765 
Delaware: 
Red Comb Pioneer Mills, Inc., W maninapton pas , 133, 217 
Townsend’s Ine., Millsborough- Ps ’ s , 807, 205 
_ Ralston Purina (various cities) , oe 316, 231 
Georgia: 
Birds-Eye Flour Mills, Macon____-_--------- 4 1, 194, 100 
Gainesville Milling Co., Gainesville_-—_ __-- 5 , 293, 228 
Puritan Mills, Inc., Atlanta___ ag UES, a 800, 936 
Illinois: 
Arecady Farms Milling Co., s Ad UE 1, 443, 305 
Allied Mills Inc., Peoria__- ; ; ps eae , 814, 175 
Beardstown Mills C O., Beardstown E 881, 280 
General Foods Corp., Kankakee_- -- eae , 440, 426 
Hales & Hunter Co., Chicago e ail , 164, 004 
Ralston Purina, Bloomington - ‘ va : ; 3, 067, 939 
Regal Packer Byproducts, Lynn Center _ _. ios 943, 345 
Indiana: 
Allied Mills, Inc., Fort Wayne 294, 030 
Cromwell Elevator C o., Cromwell = 960, 350 
MeMillan Feed Mills, Decatur-Fort W: ay ne____ 467, 070 
MeMillan Feed Mills, Fort Wayne 059, 886 
D 001, 132 
386, 482 
501, 425 
716, 003 


me OODDN HH WR ee 


_ 


Ralston Purina, Lafayette 
Ralston Purina, Richmond 


Fo = bo DONT 
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Buyers of 20 carloads or mare of nonfat dry-milk solids from CCC for animal ay 
poultry mixed feed in 1954—Continued 


Iowa: 
Allied Mills, Ine., Mason City_- 


Mississippi Valley Grain & Feed Co., Muscatine 


Pillsbury Mills, Centerville _ - _- 
Pillsbury Mills, Clinton- - ----- 
Quaker Oats, Cedar Rapids-__ _- 
Ralston Purina, Davenport- - - - 


Ralston Purina, Iowa Falls_ - _ -- 
Kansas: Western Star Mill Co., Salinas 


Kentucky: 
Pillsbury Mills, Louisville 


Red Comb Pioneer Mills, Inc., Lexington 


Maryland: 
Cohn & Bock, Princess Anne 


tC ROunoantneanpee amnd 


Cunningham Grain Co., Malden 


Eastern Grain Co., Bridgewater. 
J. B. Garland & Son, Worcester- 


Minnesota: 


Archer-Daniels-Midland Co., Minneapolis 
Commander Elevators, Minneapolis 
Gooch Feed Mill Co., Minneapolis 
Hubbard Milling Co., Mankato- 


Land O’Lakes Creamery, Minne 
Northwest Co-op Mills, St. Paul 


Nutrena Mills, Inc., Minneapolis 
peut & Co., St. Paul........<- 


Missouri: 
Albers Milling Co., Kansas City 


M. F. A. Milling Co., Springfield 
Morrow Milling Co., Carthage__ 


Ralston Purina, St. Louis 
Staley Milling Co., Kansas City 


F. M. Stamper Co., Moberly __- 


Nebraska: 


O. A. Cooper, Humboldt---___- 


The Crete Mills, Crete 
New Jersey: 

Berkowitz Feed Mill, Norma 

Central Jersey Farmers’ Co-op 


Co-op Grange League Federation, Bordentown 


wee ee ee em ee eee ee ee ee meee 


ee ee 


Cooperative Mills, Inc., Baltimore 


MMalicckdbusshesdhnvass 


Red Comb Pioneer Mills, Marshall 


Association, Hightstown 


Delaware Valley Farmers’ Co-op Association, Flemington__-__ 


Farmers’ Union Co-op of Vineland, Norma 
G. L. F. Farmers’ Union Co-op Association, Farmingdale 
Jacob Rubinoff Co., Vineland __ 


New York: 
Allied Mills, Buffalo 
Beacon Milling Co., Cayuga 


Delaware Mills, Inc., Deposit 


Camp Milling Co., Walton_____-_ 
Co-op Grange League Federation, Albany 
Co-op GLF Exchange, Inc., Bordentown-Buffalo 


Eastern States Farmers’ Exchange, Buffalo 


0 
Elmore Milling Co., Oneonta_-__- 


GLF Co-op, Buffalo 


Inter-County Farmers’ Co-op Association, Woodbridge 


Kasco Feed Mills, Waverly 
Park & Pollard Co., Black Rock 


Maritime Milling Co., Buffalo__- 


Pounds 


848 
2, 053 
2, 287 
4, 907 

956 
2, 033 
1, 873 
1, 368 


1, 508 
1, 798 


889 
3, 690 
3, 704 
7, 920 
1, 230 
1, 775 


2, 149 
1, 584 
845 


, 200 
979 

3, 861 
2, 380 
3, 520 


864, 
5, 419 


1, 934 
3, 514 
1, 332 


2, 162 
835 


1, 028 


, 930 
» 965 
’ 813 
475 
» TH 
, 296 
, 64 


Poe 
» 210 


, 888 
, 740 


, 385 
, 002 
, 750 
, 20 
, 000 
, 460 


em, 
» 96 
, 071 
, 025 


, 000 
, 319 
, 880 
, 000 
, 000 


525 
, 050 


, 399 
, 342 
025 
2% 
, 075 
, 524 
, 412 


826 
785 


’ 


567 


2, 240, 326 
1, 708, 598 


802 
841 


1, 105, 
2, 641, 


1, 954, 
8, 164, 
1, 024, 
3, 717, 
4, 729, 
1, 411, 
7, 595, 
5, 696, 
1, 446, 
3, 510, 
1, 450, 
1, 008, 
3, 031, 


1, 743 


620 
488 
450 
840 


392 
905 
485 
105 
650 
025 
635 
220 
240 
525 
97 
086 
639 
, 838 











Nor 


Ohi 





mimal ang 


200, 000 
979, 319 
861, 880 
380, 000 
920, 000 
364, 525 
L55, 419 
92, 050 


48, 399 
90, 342 
39, 025 
56, 290 
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2.yers of 20 carloads or more of nonfat dry-milk solids from CCC for animal and 
poultry mixed feed in 1954—Continued 


New York—Continued Pounds 
Ralston Purina, Buffalo 4, 395, 345 
Suffolk Co-op GLF Service, Long Island 1, 999, 570 

North Carolina: 

Farmers Exchange Inc., Durham_-___....------------- oP 1, 020, 285 
Goldsboro Milling Co., Goldsboro 965, 561 
Siler City Mills, Siler City_...._-_-- OO ee ee el se 1, 699, 685 
Ohio: 
Altman’s Mill, Troy 1, 472, 676 
Farm Bureau Co-op Association, Springfield 1, 426, 228 
Kasco Mills, Inc., Toledo 2, 615, 754 
Pillsbury Mills, Lima PEs 858, 028 
Quaker Oats, Akron 877, 069 
Ralston Purina, Circleville 2, 964, 404 

Oklahoma: Ada Milling Co., Ada 1, 440, 000 

Oregon: 

Dairy Co-op Association, Portland -_-_------------ 1, 826, 020 
General Mills, Inc., Portland 1, 468, 527 
Oregon Egg Producers’, Portland 1, 448, 000 
South Dakota: Batchellers, Inc., Sioux Falls_.......-..--.------- 1, 560, 000 
Tennessee: 
Allied Bite, Ine., Meaiphis..........-...-.- pee 1, 576, 487 
Dixie Grain Co., Shelbyville 1, 040, 000 
McMillan Feed Mills, Memphis- - - - - - - ------ Rpts ee ee 2, 784, 365 
Quaker Oats, Memphis 1, 346, 643 
Security Mills, Inc., Knoxville 1, 608, 600 

Texas: 

H. Dittlinger Roller Mills, New Breunfels 1, 093, 430 
Unele Johnny Mills, Houston 1, 200, 000 

Utah: 

H. W. Jacobs Co., Pleasant Grove 873, 869 
Moroni Feed Co., Moroni 1, 294, 000 
Utah Poultry & Farmers Co-op, Salt Lake City - - ------- . 2, 853, 115 
Vermont: 
Crosby Milling Co., Brattleboro 3, 970, 510 
Ralston Purina, St. Johnsburg 2, 683, 842 
5h, I ee Cs SINS. is Scop acne <teubo ns 4, 294, 479 
H. K. Webster Co., Richford 3, 021, 658 

Virginia: 

Allied Mills, Inc., Portsmouth 886, 489 
Gleco Mills, Charlottesville 1, 137, 400 

Washington: 

Albers-Milling Co., Seattle 1, 400, 000 
Centennial Flowering Mills Co., Seattle 1, 196, 800 

Do 2, 630, 472 
Fisher Flour Mills Co., Seattle 1, 444, 100 
Washington Co-op Farmers’ Association, Seattle 6, 000, 800 


NUMBER OF BIN SITES 


Mr. MarsHatu. Could you place in the record at this point the 
number of bin sites that you have as of your latest figure as compared 
with a period 2 years ago or earlier? 

Mr. Berecer. Yes, sir; we can do that. You mean, the number 
of sites and number of bins—— 

Mr. MarsHALL. Bin sites. 
(The information requested is as follows:) 





Number of 
bins 


Dec. 31, 1962 3, 
Dec. 31, 1954 . 195, 044 
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CHANGES ON LOCAL SALES OF CORN 


Mr. Marsuauu. As I understand, you have changed the policy \) 
handling local sales of Commodity Credit corn, to sell to warehous. 
men at 4% cents a bushel less than to other purchasers. What. wy 
the reason for giving local warehousemen an advantage? 

Mr. Brercer. To get the corn moving through the nornfal grain 
trade channels right from the bin. 

Mr. Marswauy. Any charges of handling over and above this 
reduction in price to the warehousemen on that same corn is pai 
by you? 

Mr. Ricwarps. That 4%-cent reduction is where the grain is moved 
from the CCC bins into an elevator, and that is the total charge in the 
elevator. That is the reason for the reduction. That is handling 
charge for the elevator. 

Mr. Marsuauu. Did I understand you to say that was in excess— 
regular charges were allowed? 

Mr. Ricuarps. That is the regular charge. 

Mr. Wuirren. Mr. Natcher. 


JUSTIFICATION DATA 


Mr. Natcuger. Mr. Chairman, I know you will have incorporated 
in the record certain pages here of our justifications. Is that the 
proper term. 

Mr. Wuirten. Yes. 

Mr. Narcuer. Mr. Chairman, I would be interested in seeing that 
pages 359 and 360 of the justifications were incorporated at this point 
in the record. 

Mr. Wuirren. That will be agreeable. 

(The material referred to is as follows:) 


Price Support Proaram, Bastc COMMODITIES 


TOBACCO 
Summary of latest operations 


Objective-—To support the price of 1954-crop tobacco as required by law. 

Eligibility Eligible commodity is tobacco of the 1954-crop grown in the 
United States and in Puerto Rico. Eligible borrowers are growers of eligible 
tobacco who are in compliance with applicable regulations prescribed by the 
Secretary with respect to tobacco acreage allotments and marketing quotas. 
Growers of Pennsylvania seedleaf type 41 and Maryland type 42 tobacco will 
not receive price support on the 1954 crop since they disapproved marketing 
uotas. 
" Operations.—Nonrecourse loans are offered to cooperators at following levels 
and during the periods indicated: 

















| Average Support level Loans available 

| support | 

price per | | 

| pound | Percent of parity | Parity as of— | Earliest date | Latest date 

| | 

| | | 
IN io nckgacs PRD MBN oaeeke cus oac anes July 1,1954 | July 1,1954 | Feb. 28,195 
in ono cnann es | . 348 | 75 pereent of burley.| Oct. 1,1954 | Nov. 1, 1954 Do. 
PI Ria ssinese de racaced | 5804 } MRS. abil. ah atetite Mid. ibs MB ss 55s Do. 
Dark air-cured and sun- | . 309 ooh percent of bur- |____- BOcscaes -----d0....----| Do. 

cured. ey. "i 

Cigar filler and binder___| NE Pails occ cs Be do........| Sept. 1,1954 | July 31,195 
Puerto Rican.........._- CUE A ics cdnwaenecsscadlénsed do........| Feb. 1,1955 | Sept. 30, 19% 
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Loans mature on demand. 

Loans are made through grower cooperative associations or other responsible 
organizations which act for groups of growers in receiving, handling, and selling 
their tobacco. Costs incurred incidental to placing loan tobacco in storable 
condition and overhead costs of the cooperatives are advanced by CCC to the 
associations and become a part of the principal loan outstanding. No commercial 

surance is carried on tobacco collateral. In lieu thereof the Corporation assumes 

the physical loss or damage on the tobacco and charges the loan account with a 
collateral fee of 1% cents per month per $100 outstanding on the principal amount 


of the loan on tobacco stored in continental United States and 3 cents per $100 


per month on tobacco stored in Puerto Rico. 

Uncer the loan agreements the cooperatives in the auction areas bear overhead 
costs in connection with the loan operation in an amount not less than 12 cents 
per hundredweight and are authorized to pass this charge on to the grower. The 
arge in cigar-type areas, where the auction system is not used, will be established 
at a rate proportionate to the relative costs involved in each area. 

Authority. —Commodity Credit Corporation Charter Act, as amended (15 
U. 8. C. 744-4440), porteonlarty section 7l4c thereof; and titles I and IV of the 
Aoricultural Act of 1949 (7 U.S. C. 1441, 1421-1431), and section 2 of the act of 


July 28, 1945 (59 Stat. 506). 


Basis of estimate 

Because practically all United States tobacco is produced under marketing 
quotas, sharp fluctuations in supplies are unlikely. Beginning in the second 
quarter of calendar year 1953, cigarette production declined for the first time in 
many years, and it is estimated that production during the fiscal year 1954 was 
about 5 percent lower than in the previous year. However, this decline appears 
to have leveled out. A slight increase in domestic disappearance of all types and 
kinds of tobacco is anticipated for the 1954-55 marketing year and also for the 
1955-56 marketing year. Exports during the 1954-55 marketing year are esti- 
mated at 570 million pounds and for the 1955-56 marketing year at 550 million 
pounds. 

Under the program about 10 to 15 percent of the total production normally 
moves under CCC loan. The percentage of total production placed under CCC 
loan was 13.5 for the 1953 crop, and under the relatively stable conditions of supply 
and utilization aforementioned it is estimated at 12.7 percent for the 1954 and 
1955 crops. 

Even though it is anticipated that the overall quantity of tobacco under CCC 
loan will be reduced during the fiscal vear 1956, it is estimated that the average 
per- pound value will increase, resulting in a larger total amount of funds being 
used. This arises from the fact that a considerable part of the present tobacco 
collateral is of low to middle qualities, while there are inications that the 1954 and 
1955 crop tobacco pledged for CCC loan will be of higher quality and consequently 
higher value. 

INTERNATIONAL WHEAT AGREEMENT 


Amounts available for obligation 
Appropriation or estimate (obligations incurred), 1956 


Obligations by activities 





Description | 1954 actual | 1955 estimate | 1956 estimate 


Re aaborsemnent to Commodity Credit panieenesemne 
. Program costs aoa 
2 Interest costs 


$56, 144, 551 
1, 234, 000 





Obligations incurred 
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Obligations by activities—Continued 








Fiscal year 

| j Pes 
1952 (1950 | 1953 (1951 | 1954 (1952 | 195A SUpDIE- | 055 (i, 
operations) operations) operations) operations) |°P¢rations 

} 





——___, 


Differential payments to commer- 
ee eee ey ete $36, 762,870 | $99, 712, 669 | $128, 327, 482 | $121, 239,334 | $51, 649, 4g 
Due Commodity Credit Corpora- 5 
tion for export of . muppet 








and supply stocks_- a -| 38,873,852 | 78,659,163 | 38,843, 999 4,923,647} 4,504.0. 
RIED. Sd iiacaerd ote thule 1, 171, 278 3, 790, 418 4, 568, 914 3, 390, 814 | 1,234, 0) 
Reimbursement by appro- a 
tion. . aly, SRE Ur enwnccsdunsnalestupsdshaeteslosedenases bre 7, 378, 5,. 
Reimbursement by cancella- dl 
em ITIR: 6. diedins Bnd Uta dnnconder 182, 162, 250 | 171,740,395 | 129,553,795 |... 
Obligations by objects 

11 Grants, subsidies, and contributions: Reimbursement to Com- 

modity Credit Corporation, 1956_.....-.-.-....--.-.------. { $57, 378, 551 
Analysis of expenditures 

Obligations incurred during the year (total expenditures out of 

Nie nag Rae a ae, Satin I ee api RB ps $57, 378, 551 


REIMBURSEMENT TO Commopity CrEpIt CORPORATION FOR 
EmerGency Famine REuier To FRIENDLY PEOPLES 


Amounts available for obligation 


Appropriation or estimate (obligations incurred), 1956_-.-----.--- $9, 676, 628 


Obligations by activities 


Reimbursement for commodities transferred to friendly peoples 
needing emergency famine relief, 1956..._......-------------- $9, 676, 628 


Obligations by objects 


11 Grants, subsidies, and contributions: Reimbursement to Com- 
modity Credit Corporation, 1656......................-- $9, 676, 628 


Analysis of expenditures 
Obligations incurred during the year (total expenditures out of 
current authorizations), 1956..............-..-..--.---.--.-- $9, 676, 628 


REIMBURSEMENT TO Commopity CREDIT CORPORATION FOR 
EMERGENCY FEED ASSISTANCE 


Amounts available for obligation 
Appropriation or estimate (obligations incurred), 1956......-...-. $42, 100, 000 


Obligations by activities 


Reimbursement for losses representing the difference between the 
value of feed furnished in disaster areas and the sales price re- 
EE el Gc Big ee a a eR ee 42, 100, 000 


Obligations by objects 


11 Grants, subsidies, and contributions: Reimbursement to Com- 
modity Credit Corporation, 1956 


42, 100, 000 





lig 
ren 


KEIN 








Obli 


cat 


REI 





———$____ 


1956 (1954 
Perations 


———— 


551, 640, 195 


4, 504 0. 
2 Bly 


57, 378, 5, 
ol 


378, 551 


378, 551 


FOR 


1391 


Analysis of expenditures 


\bligations incurred during the year (total expenditures out of cur- 
rent authorizations), 1956- - - - F ‘ $42, 100, 000 


EIMBURSEMENT TO Commonitry Crepit CoRPORATION FOR TRANSFER 
oF WuHeEaTt To PAKISTAN 


Amounts available for obligation 


Appropriation or estimate (obligations incurred), 1956 $69, 273, 881 


Obligations by activities 
Reimbursement for wheat transferred to Pakistan, 1956 69, 273, 881 


Obligations by objects 


| Grants, subsidies, and contributions: Reimbursement to Com- 
modity Credit Corporation, 1956 69, 273, 881 


Analysis of expenditures 


Obligations incurred during the year (total expenditures out of cur- 
rent authorizations), 1956 69, 273, 881 


Mr. WuitTTeNn. I would like to have pages 426 to 441 of the justifi- 
cations included in the record at this point. 
(The pages referred to follow:) 


REPAYMENT TO COMMODITY CREDIT CORPORATION FOR ERADICATION OF Foor- 
.nD-MouTH AND OTHER ConTaGious DISEASES OF ANIMALS AND POULTRY, 
AGRICULTURAL RESEARCH SERVICE 


PURPOSE STATEMENT 


The purpose of this request is to provide funds to reimburse the Commodity 
Credit Corporation for advances made and other costs incurred in fiscal year 1954 
for emergency livestock disease eradication activities administered by the Agri- 
cultural Research Service pursuant to authority contained in the Department of 
Agriculture Appropriation Act, 1954. Since fiscal year 1948, the agricultural 
appropriation acts have included an authorization which provides that, when 
emergency outbreaks of diseases threaten the livestock or poultry industry, the 
Secretary may transfer to the appropriation ‘‘Foot-and-mouth and other con- 
tagious diseases of animals and poultry’? such sums as he may deem necessary 
from appropriations or funds available to other bureaus, corporations, or agencies 
of the Department. This authorization covers not only outbreaks of diseases 
in this country but cooperation with the Government of Mexico in the eradication 
of foot-and-mouth disease and rinderpest and authorization of such protective 
measures as are necessary to prevent introduction or spread of the disease in this 
country. 

Transfers to finance foot-and-mouth disease eradication and preventive mea- 
sures in connection with outbreaks of the disease which have occurred in Mexico 
and Canada since fiscal year 1948 have been made from Commodity Credit 
Corporation funds. Subsequently Congress has provided for repayment of such 
transfers. 

In fiseal year 1955 it is anticipated that the activities in connection with the 
May 23, 1953, outbreak of foot-and-mouth disease in Mexico will be concluded, 
since Mexico was declared free of the disease December 31, 1954. 


Appropriated funds 
Appropriated, 1955_ _ _- (*) 
Budget estimate, 1956 ; 2 $5, 788, 897 
‘ppropriation act, 1955 (fiscal year 1953 program), 
Jo6_ 

Budget estimate, 1956 (fiscal year 1954 program) _- S35 coe 
Increase (to reimburse Commodity Credit Corporation for costs 

incurred during fiscal year 1954) -- ~~~ --- scanned “Pe Ca oee 

' Cancellation of notes in the amount of $2,064,060 was authorized in Public Law 295, approved Feb. 12, 
N64, to cover repayment of expenses incurred in fiscal year 1953. 

* Covers expenses incurred in fiscal year 1954. 


58682—55—pt. 3——25 


5, 788, 897 
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Project statement 


| 1955 | 195 
Project scnaichanal 1954 (estimated) | (estimate; 


Reimbursement for costs inearrea in prior fiscal years for | 


eradication of foot-and-mouth and other contagious diseases | | 


of animals and poultry_______- $5, 788 4 


INCREASE 


An appropriation is requested to discharge indebtedness to Commodity (reqj 
Corporation for funds transferred and expenses incurred during fiscal year 195 
(including interest thereon through June 30, 1955) in connection with the progry 
for the eradication of foot-and-mouth disease in Mexico. These transfers wal 
made pursuant to authority granted in the Department of Agriculture Appropris 
tion Act, 1954. 

Following the enactment of Public Law 8 approved February 28, 1947, th 
Department entered into a cooperative program with the Government of Meyicd 
to eradicate an extensive outbreak of foot-and-mouth disease in that country 
Because of the nature of the disease it was not possible to make accurate estimate 
of the cost of the program. Therefore, beginning with the fiscal year 194 
Congress authorized the transfer of funds to the appropriation item ‘“Foot-and 
mouth and other contagious diseases of animals and poultry, ” to finance the work 
Transfers made from funds of the Commodity Credit Corporation have been repai 
in prior years either by appropriations or authorization to cancel notes. A su 
mary of appropriations and authorizations to cancel notes follows: 


Source of funds for pasmcmg pregrem; Paes 4 years ape. -§3 




















y | Appropria- | Cancellation Tes 
Item tions | of notes ro 
| 
Department of Agriculture senor. Act, ane eeonsien 
June 22, 1946 aa 0 Ta $305, 008 
Public Law 22, approv ed Mar. 27, 1947_ 9, 000, 000 7 9, 000, 0 
Second Urgent Deficiency Appropriation Act, 1947, approved 
June 27, 1947_- ; L 1, 500, 000 |_.____- d 1, 500, OM 
Emergency Appropriation Act, approved July 3, “1947 - 5, 000, 000 | _- 5, 000, 000 
Department of Agriculture A ppropri: ition Act, approved July | 
30, 1947__- : 100, 000 | -* 8 100, 000) 
Second Deficiency Appropriation Act, 1948, approved June 25, | 
1948_._. Sh A OR ho. 3a cessed 25, 400, 000 
Third Deficiency Appropri: ation Act, 1949, approv ed Oct. 10, 
1949 __- 1 34, 000, 000 |____- suche 34, 000, 000) 
Department of ‘Agriculture ‘Appropriation Act, 1952, approv ed 
i ad Wit rhe heat hin heen noietee haath hs okies rg diewnne $32, 700, 000 32, 700, 000 
Department of Agriculture Appropriation Act, 1953, approv ed 
Sey S Pees. ONE tee OL NETL Y P2tG, ee: 11, 240, 582 11, 240, 532 
Department of Agriculture Appropriation Act, 1954, approved 
July 28, 1953_. T Pissink eRe nae Chane tek ee ckt ok Gbcceetehedademaewamee 7, 057, 575 7, 057, 574 
Public Law 295, approved Feb. SN hte aR Tae ee 2, 064, 060 2, 064, 0") 
Total appropriated funds and cancellation of notes-.---- 75, 305, 000 53, 062, 167 128, 367, 167 


1 Reimbursement to Commodity Credit Corporation. 
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The obligations under this program for fiscal year 1954, for which repayment 
. now requested, and a summary of the financing through the Commodity Credit 
1956 orporation follows: 
(estimated EXPLANATION OF ESTIMATES 


Eradication of foot-and-mouth disease—Obligations, 1954 


Cooperation with the Government of Mexico in the 
control, eradication, and prevention of foot-and- 
mouth disease: 
Payments made to the Mexican-United States 
commissions for the eradication and preven- 
tion of foot-and-mouth disease in Mexico____ $3, 520, 236 
Direct Federal expenses for program in Mexico_ 1, 351, 771 
$4, 872, 007 
Mexican border inspection and quarantine - - - ---- 910, 410 
Ppropriag™, Interest: 
Actual on advances made prior to June 30, 1954_.. $119, 822 
L947, th Amount provided by 1955 cancelation of notes for 
f Mexie estimated interest from July 1, 1953, through 
Country June 30, 1954 — 40, 962 
*Stimate ee 78, 860 
ear 104 5, 861, 277 


‘oot-and ess: 


he work Prior-year adjustments in expenses incident to handling of canned 
on repai Meet Ma PE PROR NOB, 30 i i aa wcsian ad edned cube we +3, 469 
A sum Prior-year balance available in 1954_._..........__--- seit — 292, 262 
1954 balance available in 1955 +159, 845 


Total due June 30, 1954 5, 732, 329 
istimated interest through June 30, 1955 56, 568 


Total amount for reimbursement to Commodity Credit Cor- 
SUR iiais a 0k 5 cans CUE Sel ace le Ca neh ie ee kg he 5, 788, 897 


Summary of cost of financing program through Commodity Credit Corporation, 
fiscal years 1948-54 with interest to June 30, 1955 


Total transfers from Commodity Credit Corporation $149, 518, 000 
Expenses incurred: 
Interest on funds transferred $2, 278, 179 
Expenses incident to handling of canned 
rer meat and meat products 
’ 5, 592, 514 
32, 700, 000 


11, 240.582 Subtotal 155, 110, 514 
Less reimbursements: 
By appropriations $59, 400, 000 
By cancellation of notes___..-.----- ..--- 53, 062, 167 
Receipts from sales of canned meat and 
meat products 36, 803, 723 
Reimbursements from Mexican packing 
plants for inspection services 
149, 378, 185 


Total due June 30, 1954 5, 732, 329 
Estimated interest July 1, 1954, through June 30, 1955 56, 568 


Amount to be reimbursed to Commodity Credit Corpora- 
5, 788, 897 
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EXPLANATION OF NEW LANGUAGE 


The estimates include proposed new language for this item as follows (jp 
language italicized) : 

“For reambursement to Commodity Credit Corporation for sums transferred ; 
the appropriation ‘Eradication of foot-and-mouth and other contagious diseas 
of animals and poultry,’ fiscal year 1954 (including interest thereon through Jy, 
30, 1955), pursuant to authority contained under such head in the Departmen 
Agriculture Appropriation Act, 1954, $5,788,897.” 

This proposed new item would provide an appropriation to reimburse ti 
Commodity Credit Corporation for sums transferred and other expenses incurry 
for foot-and-mouth disease control and eradication activities during fiscal yeg 
1954, including interest thereon through June 30, 1955. . 


INTERNATIONAL WHEAT AGREEMENT 
PURPOSE STATEMENT 


The purpose of the International Wheat Agreement is to accomplish stability 
in the world wheat trade. The agreement operates to assure needed supplies of 
wheat to importing countries and markets for wheat to exporting countries g 
equitable and stable prices, and thereby to eliminate critical shortages on the 
one hand and burdensome surpluses on the other. 

The annual volume of world wheat trade presently covered by the wheat 
agrcement is 389.4 million bushels of wheat, or wheat products expressed in terns 
of bushels of wheat. Of this total quantity, the United States guarantees t 
supply 193.7 million bushels during the 1954—55 crop year to participating nations, 
at a price not in excess of $2.05 per bushel, Fort William-Port Arthur basis 
Section 2 of the International Wheat Agreement Act of 1949 (Public Law 42 
8ist Cong.), as amended by Public Law 180, 83d Congress, authorizes the Pres: 
dent, ‘‘acting through the Commodity Credit Corporation, to make available « 
cause to be made available, * * * such quantities of wheat and wheat flour and 
at such prices as are necessary to exercise the rights, obtain the benefits, and 
fulfill the obligations of the United States under the International Wheat Agre- 
ment * * *.” Section 2 of the act also authorizes the appropriation of such 
sums as may be necessary to pay Commodity Credit Corporation for costs in- 
curred in carrying out its functions under the statute, and authorizes the Corpora 
tion to utilize, in advance of such appropriations, any funds available to it to 
facilitate the discharge of its responsibilities under the act. 





Supplemental : 
authoriza- —— 
tion, 1954 (1954 costs) 
(1953 costs) 


Authorization to the Secretary of the Treasury to cancel notes issued by 
CT ee nn dipepadeaneantakas $129, 563, 795 |.....-.--....- 

Proposed appropriation to discharge indebtedness of the Commodity Credit ’ 
Corporation to the Secretary of the Treasury.................-.-..--------]--.----------- $57, 378, 551 





Ann Was, EOE eS. UE LS REL a ccs 
Se NRE PUSS. 6. a risen ninew eo enews euers ooo eee ee $57, 378, 551 





I FP as ohne ilaniinn ones DO Shs he +57, 378, 5il 


Norr.,—Although an increase of $57,378,551 is requested for this item in 195i 
on a direct appropriation basis, there is actually a decrease of $72,175,244 com 
yom with the authorization contained in the act of February 12, 1954 (Publit 

aw 295), providing for cancellation of notes issued by the Commodity Cretit 
Corporation to the Secretary of the Treasury. 
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Project statement (on a program basis) 





Budget esti- 
| 1953 program | Decreases me 
(Public Law | | program) 
295) | 


Notes canceled in 1954 | 
| 


| 1952 program 
$167, 171, 481 | $126, 162, 981 —$70, 018, 430 $56, 144, 551 
4, 568, 914 | 3, 390, 814 | —2, 156, 814 | 1, 234, 000 


171, 740, 395 129, 553,795 | 72,175, 244 | 57, 378, 551 





DECREASES 


Program costs.—The reduction of $70,018,430 in program costs results from (a) 

reduced volume of exports, from 223,703,898 bushels in the fiscal year 1953 to 
18,025,100 bushels in the fiscal year 1954 and (6b) a reduction in the spread be- 
ween the domestic market price and the agreement price, from 56 cents per 
bushel in the fiscal year 1953 to 48 cents in the fiscal year 1954. 

Interest costs.—A decrease of $2,156,814 in interest costs results from (a) the 
substantial reduction in the fiscal year 1954 in the amount of funds required to 
finance program activities, and (6b) a reduction in the rate of interest applicable 
wainst such funds, from 2 percent in fiscal year 1953 to 1 percent in fiscal year 
954. The latter rate was estimated to apply during the fiscal year 1955 against 
he amount due to Corporation as of June 30, 1954. 

The following table reflects, by country of destination, the quantity of wheat and 
yheat flour exported from the United States during the fiscal year 1954 pursuant 

the terms of the International Wheat Agreement, and the amount due Com- 
odity Credit Corporation on such exports: 


ecapitulation of expenses incurred by Commodity Credit Corporation for operations 
under International Wheat Agreement, and method of reimbursement, inception of 
program through June 30, 1954 


| j 
| 

| Bushels | Expenses 
niet 


(thou- | Per 
| 


| Method of reimbursement to CCC 
sands) | pushe) | Amount | 


Fiscal year 


135, 187 $0.57 | $76,808,000 | Appropriation, Agricultural Appropri- 
| ation Act of 1952. 
265, 779 . 69 182, 162,250 | Cancellation of notes, Agricultural 
| Appropriation Act of 1953. 
254, 77 .67 | 171,740,395 | Cancellation of notes, Agricultural 
Appropriation Act of 1954. 
223, 704 .58 | 129,553,795 | Cancellation of notes, Public Law 295, 
approved Feb. 12, 1954. 
Appropriation, proposed in 1956 
budget. 


| 
| 


118, 025 | 49 | 157,378, 551 


| 











‘Includes interest through June 30, 1955. 


1955 AND 1956 FISCAL YEAR PROGRAMS 


It is estimated that 150 million bushels will be exported during each of the 
fiscal years 1955 and 1956 at a cost of $106,861,530 in fiscal year 1955 and 
584,024,035 in fiscal year 1956. These cost figures include administrative expenses 
and interest to date of reimbursement to Commodity Credit Corporation. The 
estimates are based upon the assumption that sales will be made at approximately 
30 cents below the maximum wheat agreement price in both years, and that there 
will be a reduction in the average domestic price of wheat from $2.40 per bushel 
in fiscal year 1955 to $2.25 per bushel in fiscal year 1956. 
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CHANGE IN LANGUAGE 






REIM 


The estimates include proposed new language for this item as follows (jy 
language in italic): 
“To discharge indebtedness of the Commodity Credit Corporation to the Secretar 
of the Treasury for the ~et costs during the fiscal year 1954 (including interest there 
through June 30, 1955) under the International Wheat Agreement Act of 1949, y 


amended (7 U. S. Cc. 1641-1642), $57,378,561.” 


The new language is proposed to give effect to: (1) Section 2 of the Internationg 
Wheat Agreement Act of 1949 which authorizes the appropriation of “such sung 
as may be necessary to make payments to the Commodity Credit Corporation 
of its estimated or actual net costs hereunder,”’; and (2) the act of March 20, 1954 
(Public Law 312, 83d Cong.) which requires that ‘‘such capital impairment 
(of Commodity Credit Corporation) shall be restored with appropriated funds as 


provided herein rather than through the cancellation of notes.”’ 


It is believed that the language of the statutes cited, particularly the latter 
indicates that it is the intent of the Congress that the Corporation recover its 
costs for the International Wheat Agreement program through direct approprig. 


tion. 


Wheat and wheat flour (bushel equivalent) exported from the United States pursuant 
to the terms of the International Wheat Agreement, fiscal year 1954 




































mee! 


; pp! 
mod 


Pr 
Bud 


Ol 


Source and quantity of exports (bushels) 
al Average 
E . . Amount due | cost t 
Importing country CCC price- cco CCC per 
support | Commercial Total bushel 
program 
SR soc ea aunt a asta na bees 343, 000 343, 000 178, 182 | 0.3 
Belgium__- 3, 016, 883 3, 016, 883 1, 564, 106 | 
Bolivia_- * 523, 989 523, 989 249, O16 | 
Pees. os SUS 2h, bs 204, 539 204, 539 65, 839 | 
Costa Rica. _.-.-- 571, 232 571, 232 334, 368 | 
Cees co cccagcedns te 4, 753, 793 4, 753, 793 2, 619, 753 In 
Dominican Republic_ - 376, 642 376, 642 214, 223 | 
F ecuador —— 392, 921 392, 921 195, O82 | | 
| a a 1, 104, 010 1,104, 010 325, 48 | Jl 
E) Salvador-.-.....---- 509, 075 509, 075 300, 180 | 
Germany... __...-. 21, 659,493 | 21, 659,493 | 10, 027, 537 | a 
Greece = 6, 926, 993 | 5, 744, 392 12, 671, 385 | 5, 903, 692 | ( 
Guatemala. _ = ; 523, 319 523, 319 293, 628 
Haiti ‘ 789, 122 789, 122 449, 250 
Honduras. __- 231, 630 231, 630 124, 497 
India 2, 482, 187 | 2, 482, 187 1, 200, 510 
Indonesia | 894, 898 | 894, 898 575, 240 
Iceland 98, 053 | 98, 053 55, 497 | 
Korea__- | 346, 595 346, 595 188, 759 | 
Israel eee | 726, 400 726, 400 330, 576 
Itely...... | | 3, 621, 850 | 3, 621, 850 1, 147, 974 
I is ite | 16, 709, 497 16, 709, 497 7, OA7, 473 
EMUNOM. 20 ce srt ec ee a 354, 707 354. 707 | 205, 522 
ss iiicce cece cate cash 8, 651 | 8. 651 | 5. 896 
SUNS. nsycecksnticet shaun ee. in dcadacees | 6,444,346 | 6,444,346 | — 2, 577, 614 | 
Netherlands_---__--_--- Limenechseuhs | 8, 451, 163 | 8, 451, 163 | 4, 765, 471 
I a cine cicehiaeeetibiactaariisnet Sal Aiiuctastinae 202, 942 | 202, 942 | 105, 417 
Norway. -_---- sick tniel bie tein tee axons ace 3, 366, 757 | 3, 366, 757 | 1, 752, 866 
Panama. ------- a . 97, 439 | 97, 439 55, 550 
Peru. Se ie 313, 628 313, 628 | 150, 534 
ON a a 2,877,702 | 2, 877, 702 | 1, 983, 915 
I inli is pre ncs fae 1, 336, 991 1, 336, 991 479, 760 
a.) etal tneiisaunsinnell Rd ea 1, 648, 068 1, 648, 068 | 866, 833 | 
Og FO oe Lik. Mie 10, 459,426 | 10,459,426 | 4,382, 555 | 
We NL o Sins d~aadibinds stig addee jie dchid 551, 000 551, 000 288, 402 | 
a og } ht ae 93, 333 | 93, 333 | 61, 600 
Union of South Africa. .............-..- i SOE thw op dundee cao 2, 811, 567 | 1, 695, 416 
Venezuela. __........_-. i. Jucheig SALA Le 2, 615, 976 | 2, 615, 976 | 1, 506, 419 
VI, i 6 5.00 65> 03 | 363, 319 1, 974, 553 | 2, 337, 872 1, 426, 436 
United Kingdom _- Seale ates ine 1, 503, 019 1, 503, 019 | 777, 411 | 
Unidentified collections... cease ae skeneen pio pan! .---| 605, 522 | 
Nn en ee cen nach | 10, 101, 879 | 107,923,221 | 118,025,100 | 1! 56,144, 551 8 


cide ticiccuwsndawen 


Grand total 


| 10, 101, 879 


1, 234, 000 | 





' Includes $251,196 administrative expenses. 
? Interest computed through June 30, 1955. 


107, 923, 221 


118, 025, 100 | 


57, 378, 551 
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sIMBURSEMENT TO ComMopITY CREDIT CORPORATION FOR EMERGENCY FAMINE 
RELIEF TO FRIENDLY PEOPLES 


PURPOSE STATEMENT 


The act of August 7, 1953 (Public Law 216, 83d Cong.) directed the Com- 
nodity Credit Corporation to make its stocks of agricultural commodities avail- 
sble to the President for furnishing emergency assistance to friendly peoples in 
meeting famine or other urgent relief requirements. The act also authorized an 
ppropriation to reimburse the Corporation for its investment in such com- 
nodities including handling and the cost incurred in making deliveries. 


Appropriated funds 


ppropriated 1955 
Budget estimate, 1956 $9. 676, 628 


Appropriation Act, 1955, and base for 1956 
udget estimate, 1956 9. 676, 628 
Increase (reimbursement to CCC for estimated costs during 
fiscal years 1954 and 1955) +9, 676, 628 


Project statement 


1955 (esti- 1956 (esti- 
> > * 
Project mated) mated) 


Reimbursement for commodities transferred to friendly peo- 
ples needing emergency famine relief ‘ pe ete . aos $9, 676, 628 


INCREASE 


The estimate of $9,676,628 represents the Commodity Credit Corporation’s 
investment in 3,131,180 bushels of wheat transferred from its stocks; handling, 
delivery f. o. b. vessels in United States ports, and estimated interest costs through 
June 30, 1955, for emergency famine relief to friendly peoples. The transfer of 
these wheat stocks was made pursuant to Public Law 216, 83d Congress. In 
accordance with the authorization in that act, this estimate is to reimburse the 
Corporation for the following items: 


Bushels Unit cost 


Bolivia (estimate) - - - - . ot 2, 688, 000 $8, 166, 923 $3. 04 
Jordan_____-. wiche : es 361, 047 1, 109, 171 3. 07 
82, 133 249, 190 3. 03 


— ie : 3, 131, 180 9, 525, 284 3. 04 
Interest, fiscal year 1954_:____- 2 , i 59, 285 
Interest, estimated for fiscal year 1955 through June 30_- a iy 92, 059 


Appropriation estimate, 1956-- 5 ‘ . - 9, 676, 628 


EXPLANATION OF NEW LANGUAGE 


The estimates propose new language as follows: 

‘To reimburse the Commodity Credit Corporation for its investment (including 
rosis of handing, delivery and interest through June 30, 1955) in commodities 
disposed of under the Act of August 7, 1953 (67 Stat. 476), $9,676,628.” 

lhe proposed new language would provide an appropriation to give effect to 
section 2 of the act of August 7, 1953 (Public Law 216, 83d Cong.) which author- 
izes the eppropriation of “such sums as are eaual to the Corporation’s investment 
in such commodities, including handling costs, plus the c%st incurred in meking 
deliveries hereunder’’, in order to reimburse the Commodity Credit Corporation 
for expenses incurred in connection with programs of emergency assistance to 
friendly peoples in meeting famine or other urgent relief requirements as authorized 
Dy the act. 
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REIMBURSEMENT TO COMMODITY CREDIT CORPORATION FOR EMERGENCY Py, 
ASSISTANCE 


PURPOSE STATEMENT 




























Facilities and stocks of the Commodity Credit Corporation are authorized; 
be used for emergency assistance in furnishing feed and seed to farmers, ranche 
and stockmen in connection with any major disaster determined by the Preside 
to warrant Federal assistance (Public Law 115, 83d Cong.). Drought conditioy 
became so severe during the fall of 1953 that the President, under authority , 
Public Law 875, 81st Congress, directed that the feed stocks of the Corporatio, 
be furnished without reimbursement from presently appropriated funds. Tj 
directive also indicated that the Congress would be requested to take specie 
action for the purpose of reimbursing the Corporation for losses representing the 
difference between the value of the feed furnished and the sales price thereto, 
received by the Corporation. This estimate would provide an appropriation t 
reimburse the Corporation for these losses. 


Appropriated funds 
Appropriated, 1955_ ___- eae OLE oe ieee 
Dues entimante, 1900. 02 rk 


Appropriation Act, 1955 and base for 1956_________-_---------- -_--. J 

Budget estimate, 1956.________-_ Sa ee A et a te 42° 100, 00) 
Increase (reimbursement to CCC for estimated costs during 

Se ee Pe Oy CU a cindninncdnn din emawe so baen +42, 100, 0M 





Project statement 





‘ 1955 (esti- 1956 (esti- 
Project 1954 mated) | mated 
i ae | coiled an ee 
| } 
Reimbursement for net cost of commodities furnished by CCC | 
under the 1953 emergency feed program in disaster areas | | 
EE I goin i nucmtcemimacks whctichcaieny Ac ae ae | $42, 100, 00 


| Per so ere 


INCREASE 


To help farmers and ranchers in drought-stricken areas maintain their founds 
tion herds of beef and dairy cattle, sheep and goats, the Commodity Credit 
Corporation furnished, for direct distribution through county committees, feed 
grains and feed concentrates at prices well below market value. The program was 
initiated June 26, 1953, under an allocation from the President’s disaster relief 
fund. Public Law 115, approved July 14, 1953, authorized emergency assistance to 
farmers and stockmen, including authority for the Secretary of Agriculture to 
provide emergency assistance in furnishing feed and seed in connection with major 
disasters determined by the President pursuant to Public Law 875, 81st Congres. 
An appropriation of $40 million was provided by Public Law 175, approved July 
31, 1953. A part of this appropriation was used to repay the allocation previously 
received from the President’s disaster relief fund. As the drought (Florida ws 
declared a flood-disaster area) increased in area and intensity and threatened 4 
major segment of the agricultural economy, it became evident that the $40 million 
would be insufficient to cover both the price differential and the cost of freight, 
handling and other distribution costs. On November 16, 1953, the Presiden, 
under the authority of Public Law 875, 81st Congress, directed the Corporation \ 
furnish supplies of feed for use in the 1953 emergency feed program under suti 
terms and conditions and for such period of time as determined to be required by 
the nature and extent of the disaster. The directive specified that the feed supplies 
were to be furnished ‘without reimbursement from presently appropriated fund: 
and was to be effective with respect to stocks furnished on and after June 26, 153. 
Under the 1953 emergency feed program which ended July 15, 1954, feed concel 
trates, grains, and mixed feeds were furnished at less than market price to eligible 
farmers in designated disaster areas (795 counties in 18 States and designated 
areas of Hawaii) in the following quantities: 
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ottonseed meal .....tons 413, 456 
‘ottonseed pellets_------- fe 7 ea ccagte Woe 259, 890 
ottonseed cake daca Me 3, 346 
_bushels__ 35, 141, 490 

/ AL 2, 969, 676 

do . 13, 376, 000 


The President also indicated in his directive of November 16, 1953, that 
ongress would be requested to take specific action for the purpose of reimbursing 
he Corporation for losses representing the difference between the value of the 
feed furnished and the sales price received by the Corporation with the under- 
standing that the costs incurred in handling, processing, shipping, and otherwise 
distributing such supplies would be defrayed out of funds appropriated by Public 
Law 175, 88d Congress. The cost to the Corporation of the feeds furnished is 
computed as follows: 





Siti ies Fiscal year 
| Fiscal year /1955 (through| Total 
July 15, 1954) 


} 


| 
Commodity cost..-.-..--- Anan aaa ey Gut ee wean -.------| $111, 405, 349 $2, 324, 200 | $113, 729, 549 
ee rere ee acebeeeeuaet sink sical cise shies eee 70, 072, 512 1, 557, 037 71, 629, 549 





Net cost 767, 163 





Thus, the budget request for the fiscal year 1956 of $42,100,000 is the estimated 
amount required to reimburse the Commodity Credit Corporation for its costs 
in the fiscal year 1954, and in the fiscal year 1955 through July 15, 1954. 


EXPLANATION OF NEW LANGUAGE 


The estimates propose new language as follows: 

“To reimburse the Commodity Credit Corporation for losses representing the 
difference between the value of feed furnished farmers and stockmen in disaster areas 
and sales price received by the Corporation, $42,100,000.” 

The proposed new language would provide an appropriation to reimburse the 
Commodity Credit Corporation for feed furnished for use in the 1953 emergency 
feed program. 


{EIMBURSEMENT TO CoMMODITY CREDIT CORPORATION FOR TRANSFER OF WHEAT 
To PAKISTAN 


PURPOSE STATEMENT 


The act of June 25, 1953 (Public Law 77, 83d Cong.) provided for the transfer 
of price-support wheat to Pakistan and authorized the appropriation of funds to 
reimburse the Commodity Credit Corporation for its investment in the wheat 
including handling and other costs incurred in making deliveries. This estimate 
is for making such reimbursement for the 612,312 long-tons of wheat delivered to 
Pakistan during the fiscal year 1954. 


Appropriated funds 
Appropriated, 1955 ae i nail ‘ 
Budget estimate, 1956 $69, 273, 881 


Appropriation act, 1955, and base for 1956 be Sateen 

Budget estimate, 1956 69, 273, 881 
Increase (reimbursement to CCC for estimated costs during 

fiscal years 1954 and 1955)____________- _ +69, 273, 881 


Project statement 





Project 1954 Estimated | Estimated 


Reimbursement for wheat transferred to Pakistan__-_-__--- $69, 273, 881 
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INCREASE 






























Public Law 77, 83d Congress, approved June 25, 1953, authorized the (yp 
modity Credit Corporation to make available to the President not to exo 
1 million long tons of wheat for transfer to Pakistan to alleviate famine conditig 
in that country. In accordance with determinations of the Foreign Operatig) 
Administration, the Corporation transferred to Pakistan 612,312 long tons 
wheat. Pursuant to the authorization contained in section 2 of the act, th; 
estimate will provide for reimbursement to the Corporation of $69,273,881 for i 
costs including investment in the commodity, handling, delivery f. 0. b. vessels jg 
United States ports and estimated interest through June 30, 1955, as itemize 
below: 
Commodity cost, 22,859,650 bushels, at average cost of $2.95 per 

RTE AE SE PE ISG Se et iin groe 9: incl cing tag inn SO , 402, 834 
III RUIN, SI rn scipeatnanemngioeamnanaith spiaiee 1, 196, 999 
Interest, estimated for fiscal year 1955 through June 30 ay aio 674, 0% 


— 


Appreprintion eetienete, 19566..............-.--..-...4. 69, 273, 88 


EXPLANATION OF NEW LANGUAGE 


The estimates propose new language as follows: 

“To reimburse the Commodity Credit Corporation for its investment (includiy 
costs of handling, delivery, and interest through June 30, 1955) in wheat transferred 
to the Government of Pakistan under the Act of June 25, 1953 (67 Stat. 80) 
$69,273,881.” 

The proposed new language would provide an appropriation to give effect t 
section 2 of the act of June 25, 1953 (Public Law 77, 83d Cong.) which authorize 
the appropriation of ‘‘such sums as are equal to the Corporation’s investment ip 
such commodities, including handling costs, plus the costs incurred in making 
deliveries hereunder,’’ in order to reimburse the Commodity Credit Corporatio: 
for expenses incurred in carrying out this program. 


FOOT-AND-MOUTH PAYMENTS 


Mr. Wuirren. Directing your attention first to the foot-and-mouth 
item, does that bring payments up to date? Would that balance the 
books of the Corporation? 

Mr. WHEELER. This estimate will bring them up to date as far as 
it concerns advances from CCC through the fiscal year 1954. As 
we indicated earlier in the hearings, there will be necessity for some 
reimbursement next year to cover the cost of operations during the 
1955 fiscal year. 

As you know, the status of that program is such that the amount 
required next year will be considerably less. I believe we made 
fairly full record on that at the time the ARS people were here. 


INTERNATIONAL WHEAT AGREEMENT 


Mr. Wuirren. Turning to the International Wheat Agreement, 
under which the repayment is $57,378,551, what is the basis for that 
repayment? 

Mr. Beacn. We exported under the agreement 118,025,100 bushels 
of wheat and wheat flour equivalent. The payments amounted to 
48 cents per bushel and totaled $55,893,355. The interest costs 
amounted to $560,739 for the fiscal year 1954, and $561,446 for the 
fiscal year 1955. A carryover interest cost applicable to 1953 oper 
tions in the sum of $111,815 is also included. Administrative costs 
amounted to $251,196, making the total of $57,378,551. 

Mr. Wuirren. How many years does that agreement have to ru! 
before it reaches the second stage, where after a certain period they 
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sree to take so much wheat. Are we in that second 5-year period 
at? 

el. 

Mr. Beacu. I don’t believe we are. This is the second year of the 
ew agreement. 

Mr. Ricuarps. I think what you are referring to, Mr. Whitten, 
Mr. WurtteNn. I was referring to the original agreement. 

Mr. Ricuarps. When the prices are at a minimum the exporting 
bations can call on the importing nations to take the entire quota. 
But we haven’t gone to the minimum. 


EMERGENCY FEED ASSISTANCE PROGRAM 


Mr. Warren. We are familiar with the wheat to Pakistan program, 
nd the emergency feed-assistance program. Briefly, how is the 
atter program handled? 

Mr. Beacu. The 1953 program, sir, was handled differently from 
he current program. In the 1953 program, feed owned by CCC 
vas sold to the emergency feed program, and the loss, recorded on 
he books of the Corporation, was the difference between its invest- 
nent and the then market price. Then the feed was sold to the farmers 
n the drought areas at greatly reduced prices, and the loss taken 
gainst the drought program is the amount included in this forty- 
ome-odd-millions-of-dollars of reimbursement before you now. 

Mr. Wuitrren. What is the change in that feed program now? 

Mr. Beacu. The program this year is carried out on the basis of a 
lealer’s certificate plan whereby a farmer may go to his local feed 
dealer and get feed at $1 a hundredweight less than the going price. 
The feed dealer is reimbursed through the utilization of certificates, 
which are good for purchasing CCC inventories of corresponding feeds. 

Mr. Wurrren. You don’t make any direct payment to the dealer? 
You let him use the certificate to, in turn, replace the feed he sold at 
the reduced price; is that correct? 

Mr. Bercer. He is only reimbursed for that portion of the feed 
that is sold that represents the subsidy, in other words. The $1 per 
hundredweight is a subsidy for the drought feeds, and that is what 
is used to buy Commodity Credit grain. 

Mr. Wuittren. Does he have to buy an equal amount of feed for 
what he sold, or can he use certificates alone to buy grain? 

Mr. Bereer. No, on the market; whatever the day-to-day market 
might be. 

Mr. Wuirren. You give him credit for whatever this relief per- 
centage is? 

Mr. Bercrer. He gets paid for the $1 a hundredweight subsidy. 

Mr. Wurrren. The point I am trying to get at is this: by this 
system do you move out of Commodity Credit stocks that amount of 
grain? 

Mr. Bercer. That is right. 

Mr. Wuirren. You do move that grain out of your hands? 

Mr. Bercer. Yes. 

Mr. Bracnu. Section 301 of Public Law 480 gave the Corporation 
additional authority that didn’t exist last year, and that is one of the 
reasons for the changes in that program. 
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STATUS OF INTERNATIONAL WHEAT AGREEMENT 


Mr. Wuairten. What is the status of the current Internatio, 
Wheat Agreement? What are the highlights of the agreement, gy 
what is the present status of movements under it? Is the Governme 
selling any wheat outside of the International Wheat Agreement? 

Mr. RicHarps. Yes, sir. As you remember, the new agreemey| 
which was negotiated in early 1953 was without Great Britain ay; 
perhaps 1 or 2 other countries, but Great Britain was the main oy 
that did not join up in the agreement. The total quantity of whey 
guaranteed by importing countries under the agreement was substgp. 
tially reduced from that in what the previous agreement. The resi 
has been that in addition to the International Wheat Agreement C(( 
has sold wheat at the International Wheat Agreement price to any 
country outside the agreement, that is, we have made it readily avai. 
able whether it went under the agreement or not at the same pric 

Mr. Warrren. In making that wheat available, you made it avai. 
able at that price. But there again you did not make it on a compet: 
tive bid basis. 

Mr. Ricwarps. I would say this, Mr. Whitten, that the whe 
moving under the International Wheat Agreement is bought and soi 
at market price. Then a subsidy is paid, which is determined by ow 
people on the basis of comparisons of prices in this country and prics 
in the foreign markets. The subsidy is the only thing determined by 
the Government. In CCC sales of wheat outside the agreement, w 
try to price our wheat at the market, less the then prevailing subsidy, 
which is in effect for the particular day. So while we are not selling i 
on a competitive bid basis, we are trying to sell it in line with the 
market. 

Mr. Wuitten. In other words, the prevailing price basis? You 
determine what the prevailing price is, and your index 

Mr. Ricwarps. Is the market price that wheat is moving fr 
export. 

Mr. Wuitren. You look at what the International Wheat Agree 
ment price is, and then you set the other at the prevailing price fo 
the day? 

Mr. Ricuarps. That is right. 

Mr. Vurse.tu. Mr. Whitten, if I may ask this question, purely {or 
information: If that would be the prevailing price, is that the problem 
you have been contending for? 

Mr. Wuirten. That is one illustration of it. However, that is! 
much better situation than you find with regard to many of thes 
other commodities, because we are moving wheat under the Inter 
national Wheat Agreement and we have been moving it right along 
When they make the price on a prevailing basis as of the day, its 
better than to have a monthly prevailing price or some such situati0l 
as that. In other words, where it changes from day to day at less 
the price rides with wheat that is moving, which is considerabli 
better than the major problem which I tried to point out in th 
hearings. 


SALES UNDER INTERNATIONAL WHEAT AGREEMENT 





Mr. Bracnu. Did you say you would like to have the current sale 
to date under the International Wheat Agreement? 
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Mr. WuiTTen. Yes, sir. 
Mr. Beacu. Through February 15 the sales under the agreement 
or the 1954-55 yéars total 102,114,000 bushels. The cumulative 
ales under the program for sales outside the agreement amount to 
0,090,128 bushels as of February 15. 
Mr. WuirrEeN. Under the International Wheat Agreement we have 
efinitely said that we are going this far in making wheat available 
n world markets on a comparative or competitive price. That is a 
onsiderable improvement over where we hold them at the domestic 
rice of 105 plus carrying charges. So, to the extent that other wheat 
moves in line with trade agreement wheat, you at least are pulling 
he umbrella down to that level rather than keeping it at 105 of the 
jomestic support, plus carrying charges. It is a great improvement, 
, Tibecause what you do under that is to lower the umbrella, though you 
ily avail MB till have a pegged price under present policy. But, it is pegged a 
7 price, ivhole lot lower than the domestic support price. 
It avail 
competi EMERGENCY FAMINE RELIEF TO FRIENDLY PEOPLES 


? 


1e wheifm Turning now to ‘“‘Famine relief to friendly peoples,” what is the 
and solifmetatus of that program? 
d by ow! Mr. Beacu. This is under the act of August 7, 1953, which is not 
urrent authority. Under that particular act the Commodity Credit 
‘orporation provided wheat to Bolivia in the quantity of 2,652,454 
uishels, to Libya in the amount of 82,133 bushels, Transjordan in 
subsidy fmthe amount of 358,176 bushels, at a total cost for the commodity of 
selling ifN89,375,194. 
The interest costs, which are included in the amount of reimburse- 
ment in the budget estimate, were $170,636. 
In this program, and similarly in some of the other reimbursement 
programs, we have submitted a revised estimate to the committee, or 
iscussed it with the clerk of the committee, reflecting a change in the 
reasury’s interest rate to the CCC and such later accounting data 
is have become available. In this particular case the change in the 
commodity data more than offsets the change in interest, and the 
estimate is reduced by $130,798. 
Mr. Warren. What is the outlook for the next fiscal year on these 
various programs? 
roblem Mr. Beacu. Public Law 480, title II, provides the counterpart 
authority for this operation, and over the next three years provides 
rat isa 75300 million for that operation. In other words, the President may 
vf thes MUutilize CCC stocks up to the extent of value of $300 million for 
. Inter He famine relief. 
; along Mr. Wurtten. Mr. Vursell. 
, its 
tuation TRANSFER OF WHEAT TO PAKISTAN 
at leas! Y ' ; 
lerablr Mr. Vursetu. I notice here on page 441 that Pakistan received 
in th Menc2tly 23 million bushels of wheat at a cost of $2.95 a bushel, for a 
Btotal of $67,402,854. 
_ Mr. Beacu. That includes the original support price, plus the carry- 
Ing charges. That law required that CCC be reimbursed for its 
Investment in the wheat. As you may recall, the support price on 
wheat not so far back was up in the two-twenties. 
Mr. Vurseu. It was f. o. b. Pakistan? 
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Mr. Beacu. No, sir. That was delivered to the port. We did no 
have authority to pay transportation to Pakistan. 

Mr. VurseE.u. I see you have carrying charges in there. 

Mr. Beacu. Our investment at the present time in wheat is $2.) 
for the wheat that we now hold. 

Mr. Wuirren. These tables that we inserted Thursday show thai4! 
a big part of our losses have been in storage charges that you paid o,[MC. ' 
these commodities while you couldn’t sell them. When you try yf 7 
list the investment, or try to fix what they can be sold for on the MMC. 
domestic level, and include these several years’ storage charges, tha i 
becomes a big factor. E. | 

Mr. ANDERSEN. I would like to say, Mr. Chairman, while we an J ! 
discussing Pakistan that I believe that the wheat program served its HG- 
purpose in making a good many friends for us in that part of th i ‘ 
world. I think that was one of the best operated programs that | §™: 
know of that has emanated from the Congress along that line. | 

Mr. Vurse.u. I am inclined to agree with you, Mr. Andersen, | (BY: 
think what we have done for Pakistan and Turkey may pay dividend 
in the long run. 

Mr. Wuirren. In view of our feelings about some other places in 
the world, it is good to hear you cite those two illustrations. 

Mr. ANDERSEN. I will agree with Mr. Vursell that what we ar 
doing in Turkey and Pakistan today is probably outstanding as far 
as our own future hopes of securing returns in friendship or military 
assistance are concerned. 

Mr. Wuirrten. I wish to thank you gentlemen for the presentation, 
and request again that you give us the best judgment that you have, 
irrespective of budget figures, as to what we can do to help improve && 
the situation, brought out by the General Accounting Office report 
and our own report here today. 

Mr. Bercer. It has been a pleasure to meet with you this afternoon, 
Mr. Chairman, and discuss these problems. 
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Monpbay, Frespruary 28, 1955. 


FEDERAL CROP INSURANCE CORPORATION 


WITNESSES 


,AMES A. McCONNELL, ASSISTANT SECRETARY OF AGRICULTURE 
_§. LAIDLAW, MANAGER, FEDERAL CROP INSURANCE CORPORA- 
TION 
_A. FRETTS, ASSISTANT MANAGER, FEDERAL CROP INSURANCE 
CORPORATION 

© H. NIKKEL, DIRECTOR, SALES DIVISION, FEDERAL CROP INSUR- 
ANCE CORPORATION 
_E. EVANS, DIRECTOR, FINANCE DIVISION, FEDERAL CROP IN- 
SURANCE CORPORATION 

E. COLBY, DIRECTOR, UNDERWRITING DIVISION, 
CROP INSURANCE CORPORATION 
NV. H. BOLIN, ACTING CHIEF, BUDGET BRANCH 


FEDERAL 


OPERATING AND ADMINISTRATIVE EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Publie Law 663) 


1954 actual | 1955estimate | 1956 estimate 


ro - riation or estimate 
rred from ‘* ‘Sal ries and expenses, Rural Electrification 
stration,’ pursuant to Public Law 286 


$7, 350, 000 $6, 000, 000 $6, 000, 000 


100, 000 

Adjusted appropriation or estimate - - 7, 450, 000 6, 000, 000 6, 000, 000 
Reimbursements from non-Federal sources... -- 805 2, 000 

Reimbursements from other accounts 1,114 500 

6, 000, 000 


Total available for obligation 6, 002, 500 


Unobligated balance, estimated savings 


7, 451, 919 
—800, 562 


Obligations ineurred 6, 651, 357 6, 002, 000 6, 000, 000 


Nore a imbursements from non-Federal sources above are from proceeds of sales of personal property 
10 U . 481 (e)). 


Conese 7s activities 


Description 1954 actual | 1955estimate | 1956 estimate 





Direct Obligations 


Underwriting and actuarial analysis_- 
, Contract sales and servicing. 
Cc bit inspections and loss : adjustments 
Obligations 
sources 


$470, 827 

_ 4, 574, 502 

sia 1, 604, 109 
under reimbursements from non-Federal 

kisd : : 805 2, 000 


$471, 000 $471, 000 
4, 735, 000 4, 735, 000 
794, 000 | 794, 000 


3. 
4 





6, }, 002, 000 


6, 650, 243 | 


Total direct obligations. _- ane 6, 000, 000 


Underwriting and actuarial analysis. .--.---- Seereal 89 | 
. Contract sales and servicing. - 762 
3. Crop inspections and loss adjustments. .____._-___-. 263 | 130 | 





Total obligations payable out of reimbursements from | 
other accounts. _..._.._--- Sneak cecianiakesa trad 1,114 | 500 | 


351, 3 6, 002, 500 | 
| 


Obligations incurred 6, 651, 357 | 6, 000, 000 
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Obligations by objects 





Object classification 1954 actual | 1955 estimate | 1956 estims,, 








| 
Summary of Personal Services 


Total number of permanent positions... _...-._.........-- ania 615 520 | 


Full-time equivalent of all other positions... ................-- | 231 46 | . 
Average number of all employees. -_..._...............--.--.- 721 534 y 


Number of employees at end of year_-_.._.._..._......--- ; 1,061 586 | te 


Average salaries and grades: 
General schedule grades: 


RS ees eee eee culedes $4, 349 $4, 367 | $4.45 
RP UT Nas ails tae a on eb ose ses GS-5.8 GS-5.7 | GS 
Personal service obligations: ee) (oh cao Ce ee 
POROROM TORII so san sos pensivenccgenss-snanpeene ae $2, 181, 729 $2, 163, 791 | $2, 262.1% 
Positions other than permanent.- Aue tuaewteakerane 775, 157 150, 289 51,508 
Regular pay in excess of 52-week base. ____- bi een na 6, 839 ac 400 | 8 fw 
ee nn emonamnmeoal 2, 734 : <a 
Total personal service obligations.......... ......__- t 2, 966, 459 | 2, 322, 480 +? 232.8 








Direct Obligations -F 




















01 Personal services-... - Mp epbeksakatbiedseekasakn 2, 966, 445 2, 322, 480 | 2, 322 4 
ee Fak eghnnpin sap heed aeenie 774, 151 435, 320 437. 10 
03 Transportation Soa cet tae eaee aaa 29, 879 | 21, 800 91 8 
TE ee ee ee 136, 714 | 160, 400 | 160, 4 
05 Rents and utility services... Samba ae phaGcabindeaee cel 115, 864 | 124, 600 124. Wy 
06 Printing and reproduction. -.-.......-.------------- 86, 542 | 117, 700 | 117.7% 
07 Other contractual services - - - 21, 620 | 33, 900 33, My 
Advanced to “Local administration, sec. 388, Agricul- | 
tural Adjustment Act of 1938, Agriculture’”’_________} ES Toc eee i igs 
I So 5 ferent bdiniin én own nnawoscusinie aa 2, 237, 493 2, 681, 910 | 2, 681, 9 
Services performed by other agencies... __....._..___- 72, 501 12, 000 | 12. 0 
08 Supplies and materials..........-........--.- . ieee 46, 054 53, 800 53, 80 
09 Equipment. ------- ii clccskaeeahouse 10, 426 | 27,000 | 25, 00 
13 Refunds, awards, ‘and indemnities......................- | TE ee ale hee Re 
15 Taxes and assessments._............-..--.-------- aes eiel 20, 296 | 11,090 | 9,3] 
| ——— | 
ete) Cine ONIN io iid gn ds snc cve cn intnnnes | 6, 650, 243 | 6, 002, 000 | 6, 000, 00 
Obligations Payable Out of Reimbursements From Other Accounts | on 
01 Personal services................- Pitta is tia aw pete md . BG Ah iicenus = 
OG PERRI GING TRON aa 5 iiiiv ie cncccndctecscncncnss- 1, 100 $00) | ..... ; 
Total obligations payable out of reimbursements from 
III. catewecwecussamuncadacnundees aera 1,114 500 | 
I ilies irciititi mccain eccguienccdice | 6, 651, 357 | 6, 002, 500 | | 6, 000, 00 





Analysis of expenditures 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 











Obligated balance brought forward --.-.-............---.-.------ $1, 026, 971 $2, 019, 023 $1, 861, 723 
Obligations incurred during the year.-.......---...--.-.----.-.-- 6, 651, 357 6, 002, 500 6, 000, 000 
7, 678, 328 8, 021, 523 | 7, 861, 723 
Adjustment in obligations of prior years_..........----------- OIE Ecinccmamnnumnits teaaeee oa 
II 2066 2k, dudddnncbbadeedsdanetadernanenekeas —1, 919 ae ee ee 
Obligated balance carried forward..............--.-..--.--.-- —2,019,023 | —1, 861,723 —862, 72 
Nail ca etnincncnipaliion 5,445,222 | 6, 157, 300 | 6, 999, 000 
Expenditures are distributed as follows: | 
Out of current authoriaations. ............cncccccccccncese 4, 631, 915 4, 141, 500 | 5, 140, 
PU OE GREET DUGIOTIIROI inn os isin dc cc nccccccuscccences 813, 307 2, 015, 800 | 1, 859, 00 





estimate 


1, 861, 723 
5, 000, 000 
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SUMMARY JUSTIFICATION DATA 


Mr. Wuitten. We will turn now to the Federal Crop Insurance 
‘orporation. We would like to have inserted in the record at this 
noint pages 179 to 181 and 190 through 196 of the justifications. 

(The pages referred to follow:) 


PURPOSE STATEMENT 


The Federal Crop Insurance Corporation is a wholly owned Government 
Corporation created February 16, 1938, (7 U. 8. C. 1501) to carry out the Federal 
Crop Insurance Act. The purpose of this act is to promote the national welfare 
by improving the economic stability of agriculture through a sound system of 
rop insurance and providing the means for research and experience helpful in 
devising and establishing such insurance. 

Crop insurance offered to agricultural producers by the Corporation provides 
protection from losses caused by unavoidable natural hazards, such as insect and 
wildlife damage, plant diseases, fire, drought, flood, wind, and other weather 
conditions. It does not indemnify producers for losses resulting from negligence 
or failure to observe good farming practices. 

In accordance with the established policy of limited operations on an experi- 
mental basis, the 1955 crop insurance program will operate about 900 county 
programs, furnishing insurance coverage of approximately $432 million on wheat, 
cotton, flax, corn, tobacco, beans, citrus, multiple crops, and soybeans. It is 
estimated that 380,000 contracts will be in effect for the 1955 crop year, an increase 
of 33,100 over 1954. 


Summary of insurance operations and changes in capital 


Fiseal years 


1954 1955 1956 


Net capital at beginning of year_..-.---..--------- - $28, 946, 521 $24, 869, 227 $18, 548, 627 
Additions to capital during the year: | 
Insurance premiums (net) -_-..------------ 27, 089, 740 23, 024, 200 29, 260, 000 
Interest and other income__..._.........----.--- al 163, 699 75, 000 | 100, 000 


Total capital available for insurance operations during | 
» RR Soe Bs DE en eee ...-| 56,199, 960 


47, 908, 627 
Deductions from capital during the year: 
Insurance indemnities_--._-------- = 31, 059, 733 | 28, 145, 800 | 23, 718, 000 
Loss adjustment and inspection cost_-_-------- 3 sees nal 1, 044, 000 1, 116, 000 
Administrative expenses charged to program operations. ‘ a 1, 500, 000 
Provision for estimated bad debts--- wehaiaty 271, 000 230, 000 292, 000 
Total deductions from capital----- seams 31, 330,733 | 29, 419, 800 26, 626, 000 


INGE GRIUNT OE OIG OE OE oon nc cn incense one ccneenese 24, 869,227 | 18, 548, 627 21, 282, 627 


| 





The crop-insurance programs are developed and analyzed in the Washington 
headquarters office and are administered in the field by 20 FCIC State or area 
offices. Sales and servicing of contracts at the county level is performed by 
private agents under contractual agreements with the Corporation. Detailed 
program accounting and statistical functions are performed by a branch office in 
Chicago. As of November 30, 1954, the Corporation employed 464 full-time 
employees, 94 of whom were in Washington and the balance in the field, and 514 
part-time employees, of whom 2 were in Washington and the balance in the field. 
the two Washington part-time employees are Board Members who are not other- 
wise employed by the Government. 


Appropriated funds (operating expenses) 


Appropriated 1955 $6, 000, 000 
Budget estimate, 1956_______________--_- 6, 000, 000 


58682—55—pt. 3——26 
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Operating and administrative expenses 

















a 
Administra- 
;,_ | tive expenses 
Aprecorie payable from Total 
premium 
income 
a OE oe ee ee 
Appropriation act, 1955, and base for 1956___._.............-- 4 | $6, 000, om 
BN SR, FI sin 6 aren nene on Bh aid ei dhe ee | 6, 000, 000 | +$1, 500, 000 | 7, 500, 00) 
Increase... -..---- eibinees thrcitiihranstib-auistnnicininetel santbeieesile +1, 500, 000 | +1, 500, 0m 





Notre.—As explained in more detail below, the 1956 budget includes a propos) 
that not more than $1,500,000 of the operating and administrative expenses of the 
Corporation may be paid from premium income. For clarification and complete. 
ness, the following schedules and justification explain the total estimate of 
$7,500,000 required for administrative expenses, consisting of $6 million diree 
appropriation and $1,500,000 payable from premium income. 


Summary of increases and decreases, 1956 


Increase in underwriting and actuarial analysis costs.____________ +84, 000 
Increase in contract sales and servicing costs____________________ +1, 467, 000 
Decrease in crop inspections and loss adjustment costs___________ — 51, 0M 


Project statement 




















; | Increases bia 
Project 1954 1955 (esti- } or | 1956 (esti- 
mated) decreases mated 
1. Underwriting and actuarial analysis._......._.__.__- $470, 827 $471,000 | +$84, 000 $555, 000 
2. Contract sales and servicing---_......_____- Role ess | 4,574,502 | 4,735,000 |+-1, 467, 000 6, 202, 0% 
3. Crop inspections and loss adjustments___.......____- 1, 604, 109 794, 000 —51, 000 743, 000 
Unobligated balance -_.._- Wiha Krhp ee SE CARS ERO coawe owen SOR MRE. counascawntdanewomcyeeias Riis 
We kneel ene heh maton he dkteeadhhasanetnhe 7, 450, 000 6, 000, 000 |+-1, 500, 000 7, 500, 000 
Deduct: Obligations payable from premium income.--__|__...--.---- laatee geet —1, 500, 000 | —1, 500, 00 
a 
ON BI aa in co cece ceca bess casks 7,450,000 | 6,000,000 |-......---- 6, 000, 00 
Transferred from ‘‘Salaries and expenses, Rural Elec- 
trification Administration’? pursuant to Public Law | 
Wee otha a haaea teen ieee eterna dt es wnat cade eg ee | 
Total appropriation or estimate___............--- 7, 350,000 | 6,000,000 


STATUS OF PROGRAM 


The 1954 crop year is the seventh year that the Federal Crop Insurance Corpo- 
mae has administered the crop-insurance program on a limited experimental 

asis. 

During this period premium income was $128,961,692 while indemnities 
amounting to $136,264,804 were paid. Principally, because of heavy losses paid 
on wheat during 1953 and 1954, the moderate reserve which had been accumt- 
lated through the 1952 crop year was expended. Based on current indications, it 
is estimated that a net deficit of approximately $8.5 million will have accrued as 
of June 30, 1955. However, if average growing conditions prevail during the 
1955 crop year, it is anticipated that this deficit will be reduced by about 


$2% million. 
Crop year 1954 program 


Crop insurance protection was available in 884 county programs furnishing 
coverage on wheat, flax, corn, beans, cotton, tobacco, citrus fruits, and multiple 
crops. A total of approximately 347,000 contracts was in force insuring the 10- 
terest of about 370,000 farmers. 

With the adjustment of losses on 1954 crops virtually complete except for 
tobacco, it is estimated that 1954 indemnity payments will amount to approx 
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mately $28.1 million, or $5 million in excess of premium income, A total of 
Pa 104,000 inspections was made involving about 65,000 claims. For the second 
onsecutive year heaviest losses occurred on wheat as a result of the drought in 

Bh he Southwest area and rust in the Dakotas. 

Potal While indemnity payments exceeded premium income, the 1954 crop year 
xperience is in line with the catastrophic growing conditions that prevailed in 
arge sections of the insurance area and pointedly illustrates the part an extensive 
$6, 000.0q -rop-insurance program could play in bolstering the agricultural economy when 
7 500 wy marge groups Of our Nation’s farmers experience financial losses due to the failure 


9 f their crops. 
+1, 500, we 






















cific problems to which efforts are now being directed 

(a) Wider distribution of coverage.—Approximately 40 percent of the total 1954 
Proposal Hjinsurance coverage was on wheat. Because of the continued drought conditions 
S Of the Hin the Southwest and concentrated participation in the spring wheat area, it is 
Omplete MEnecessary to expand the program in other sections of the country and on other 
mate of M¥crops in order to maintain a more conservative distribution of risk. 

N direct In 1955 soybean insurance will be offered in a few selected counties. Variations 
of the corn and multiple-crop programs will be tried in a few experimental counties 
in order to determine the type of insurance on these crops that is most acceptable 
to farmers. 

In 1956 a limited experiment on barley insurance will be conducted in a few 
counties. 

(b) Refinement of rates and coverages.—N otwithstanding the fact that unusually 
adverse growing conditions prevailed during the 1953 and 1954 crop years, it is 
apparent that further adjustment of underwriting policies is needed to place the 
program On a sound insurance basis. Special studies are now being made in this 
connection with corrective action being taken as rapidly as possible. 

c) Contract sales and servicing.—On January 1, 1954, the sales and servicing 
of crop-insurance contracts at the county level was transferred to individual 
agents. While this change has resulted in considerable improvement in many 
sa areas, a satisfactory solution has not yet been provided for getting this work 
a ae an done in areas where for various reasons, the agents’ commission is not sufficient 
"743 00 to interest and hold capable agents. Revision of agents’ commission rates is 

now being considered and alternate operating plans are being tried in several 
aE counties to determine the best method of servicing the program in counties where 


7, 500, 000 5 7 
1 500, Oy the agency plan does not seem to operate satisfactorily. 


S } 


$4, (00 
467, 000 
~51, 000 


J56 (esti- 
mated 


3, 000, 00 Program plans 

=F During the 1954 fiscal year major attention was given to the evaluation of 
operating experience acquired during the past several years and to program and 
administrative changes that would improve the soundness of the program. With 
the majority of these changes now in effect, emphasis will be given to the orderly 
expansion of program operations, to increase premium income and to more evenly 
distribute the insurance liability. 

The following table indicates the projected level of crop insurance operations 
for the 1955 and 1956 crop years as compared with 1954. 





‘Orpo- -~- hie: eee iene 
Lenta! 1954 crop 1955crop | 1956 crop 
year year year 
nities | 

: paid Number of Goth UA es sok cca ceiccntesenucncusn 900 
umu- Number of commodities insured._..............-----.-------- : é 
ns, it Number of contracts in force......................-..----.--- 

od os Number of (tian GNI sooo 5 once nc scnnacnunucunes 

ed as Insurance coverage ($1,000)----.------------------------------ 

x the uci 0... Md 9. Rite a aaaniai i ire Relea 

rbout lndeninitiod GIMENO store tect. ee oa. 


Loss ratio 


— 


hing 
tiple 
e in- 


| for 
rOX- 


1410 


Program operating statistics 
There follows statistical data by commodities for the past 5 crop years. Thy 
data on the 1954 crop year are estimated. 


BEANS 


a e| | “Ss ee 




















Crop years 
Item ee ee 
1950 1951 1952 1953 1954 
NE AE I iiiiasitinnetinnmecciubadseneneteser 8 8 8 8 6 
Number of county programs...-...........-.-------- 18 28 30 30 % 
Pe OE seit nth nid béaapaerniacinenaninnn 5, 138 9, 457 9, 014 8, 390 6, 352 
Percentage of eligible farmers insured-.___._....._._. 20 31 30 39 4 
Number of indemnities_..............-.-...-...-...- 1,070 | * 1,555 622 645 1,143 
Premiums (in thousands) -..................---.-.-.-- $102 $191 $198 $231 $14 
Indemmities (In thousands) ......................-..- $187 $599 $110 $142 $33) 
Surplus or deficit (—) (in thousands). .-........_..-- —$85 —$408 $88 $89 —$135 
SRI i ix. cckcncincs tans aaeeaaentaaddueced 1.84 3.14 55 62 1.& 
CITRUS 
Pe Riis ss bec scenidewcs ce ecnswles ee (1) 1 1 1 
Number of county programs...........-..-.-..------ (4) 1 1 1 q 
i dG Ss eRe (@) 290 202 218 v7 
Percentage of eligible farmers insured_.-_-.._.......-- () 17 12 13 4 
BT eae Rt, devi aunteeais Di Rune weicataace itis 
DIE 0 PI vince sccanccnecscnsivnncene () $82 $56 $63 $105 
Indemnities (in thousands) ........-...-..-.-.------- ey ey ecceesas Oe see nscale sea... 
Surplus or deficit (—) (in thousands). -.---...._....-. () $82 $54 $63 | $105 
Sistas « sickdh caddis stn icadendtinncbsntecanecs 7h. , eaeumicneiads PR ban cdanatanibsnitikases 
CORN 
rn. uate nonce babane 14 14 14 13 13 
Number of county programs...-........------------- 73 97 99 108 W 
DEI 6 Sab snu cok blnadteeue eisai 32, 292 37, 568 36, 598 40, 429 82, 673 
Percentage of eligible farmers insured.__............. 17 15 15 16 l4 
I gi gois osc nsnandencmnecamennnes 4, 006 8, 230 1, 259 1,118 2,77 
Protas Gs GhemenG). . ..6.<..5.02...26.5555<55- $724 $1, 080 $1, 350 $1, 664 $1, 361 
Enereatiios (in CROUsheGs).. .. ok ncn cccencce $911 $2, 567 $339 $278 $1, 004 
Surplus or deficit (—) (in thousands) __-.....--.-..-- —$187 | —$1, 487 $1,011 $1, 386 $357 
RN alld Sake vctathacnuhccpieadeddaitindhdenians 1. 26 2. 38 -25 éae a4 
COTTON 
I eae 12 12 12 12 1 
Number of county programs.................--.--... 80 100 98 109 101 
DOMIDONIUE COUNIPRMEE 9 ook 5 ond dt. cca deee che 63, 969 57, 715 38, 086 38, 434 24, 1% 
Percentage of eligible farmers insured.__...........-- 29 20 16 23 15 
DOUG OF II cic cc mnecnncccaduccccesn 31, 244 8, 154 3, 629 5, 407 4, 2f8 
Trees On SN). = on 5 nee e ese s eked $1, 831 $2, 674 $2, 079 $2, 354 $1, 486 
Indemnities (in thousands) -..___..........-.--..---- $5, 148 $2, 202 $922 $2, 457 $1, 08 
Surplus or deficit (—) (in thousands) _.............-- —$3, 317 $472 $1, 157 —$103 $402 
I cet cusiiccniacaucbacaceerolmistinictuse 2. 81 . 82 44 1.04 73 
FLAX 
DOTA BUG iiss iio iis dade tae eden escennee 5 3 
Number of county programs............-..-.--.----- 58 58 
DONNIE OF CONOR. 5 one acne pasenenceecaornee 20, 847 23, 451 
Percentage of eligible farmers insured._......--.---.- 34 53 
NGMIDEr OI IOONNIGINS....... 2... none nnn nn cenncese- 1, 474 4, 276 
Premiiains (in thowsents) «2-0 5.-2.2-55.55--52- $490 $939 
Indemnities (in thousands) ...............--..------- $205 $745 
Surplus or deficit (—) (in thousands) ...............- $285 $1 
TMB hone nnkin cap punancenavonsnssesoucxactae -42 WY 





See footnotes at end of table, p, 1411, 
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MULTIPLE CROPS 





Number of States-.-..---- 


Number of county programs...........-- 


Number of contracts-_...---- 

Percentage of eligible farmers insured - 
Number of indemnities__-..........--- 
Premiums (in thousands) -------- 
Indemnities (in thousands) -- -------- 
Surplus or deficit (—) (in thousands) 
Loss ratio 


Number of States 
Number of county programs 
Number of contracts 3_ 


Percentage of eligible farmers insured__-_-- 
Number of indemnities__--...........--- 


Premiums (in thousands) 

Indemnities (in thousands) 

Surplus or deficit (—) (in thousands) - 
Loss ratio 


12 

52 

71, 898 
46 

7, 690 
$1, 451 


$887 | 
$564 | 


61 








Number of States... --- 


Number of county programs--_-_--..-.---- 


Number of contracts _. 


Percentage of eligible farmers insured.__.--.-.----- 


Number of indemnities 
Premiums (in thousands) 


Indemnities (in thousands) .........----- 


Surplus or deficit (—) (in thousands) 
Loss ratio 


24 | 


21 


$8, 254 
$4, 287 
$3, 967 





yo ty ee 


Number of county programs 


Number of conirages:.................... 
Number of indemnities__..............-- 
Premiums (in thousands) -.............--- 
Indemnities (in thousands) _........--.-- 


Surplus or deficit (—) (in thousands) 
Loss ratio 


'No program until 1951. 


SUMMARY 


40 

619 

306, 685 
61, 847 
..| $14, 104 
$12, 799 


12, 302 | 


283 | 
84, 816 | 


| 


| 
| 


24 | 

352 | 
105, 746 
22 

27, 064 | 
$11, 081 

$11, 728 | 
—$647 
1. 06 


| 


801 | 


343, 210 | 4 340, 686 
42, 943 


58, 820 | 
$19, 111 | 
$21, 339 


—$2, 228 


1,12 


42, 709 
17 

9, 867 
$3, 021 
$7, 047 
— $4, 026 
2. 33 


43 


877 


$21, 201 


$20, 609 
$592 
.97 


12 

103 

102, 691 
34 

24, 829 
$2, 029 
$3, 852 
—$1, 823 
1. 90 


| 43 


922 | 


| 5 406, 630 
| 79,274 
$27, 105 
$31, 062 

— $3, 957 
1.15 


* Does not include sharecroppers covered by sharecropper contracts for 1952, 1953, and 1954. 
} Does not include sharecroppers covered by sharecropper contracts for 1953 and 1954. 


10, 064 
$3, 606 
$4, 823 
—$1, 217 
1. 34 


24 

402 

135, 697 
29 

31, 553 
$12, 981 
$18, 286 
— $5, 305 
1. 41 


42 

884 

6 346, 900 
65, 195 
$23, 024 
$28, 146 
—$5, 122 
1 9») 


‘Net contracts. Actually 346,751 farmers insured. The difference represents 6,065 additional share- 
croppers covered by sharecropper contracts, whereby all sharecroppers on 1 farm are insured under 1 con- 
tract. 

’ Net contracts. 

* Net contracts. 


See footnote 4. 
See footnote 4. 


Actually 419,205 farmers insured. 
Actually 369,700 farmers insured. 


Mr. Wuirren. Mr. McConnell, we would be glad to have such 
general statements as you care to present. 


GENERAL STATEMENT 


Mr. McConnetu. Mr. Chairman and members of the committee, 
with the memory still fresh in our minds of the critical financial condi- 
tion in which many of our farmers found themselves at the close of the 
1954 harvest season, it is most opportune to discuss the 1956 budget of 
the Federal Crop Insurance Corporation and the assistance it can 
ao to the producers of our food and fiber crops when disaster 
strikes. 
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After long years of education, mainly through the efforts of am} 
tious insurance salesmen, we as a nation, have become insurance 
conscious to the extent that the cost of insurance protection hq 
become an accepted and basic item of expense in any business ventuy 
In our industrial and commercial economies today, most any kind ¢ 
risk can be underwritten. In agriculture we have a major gap jy 
the insurance barrier against Joss of investment. While it is true tha; 
insurance protection is readily available to the farmer for his hous. 
barn, automobile, and so forth, the primary source of his income, hi 
crop production, is subject to many hazards of nature without th 
benefit of this safeguard. 

Private insurance companies have done a commendable job in 
making available to the farmer protection against damage to his 
crops from hail, fire, or wind. However, there are many other caus 
of loss which result in farmers losing their crop investments. 

The experiment in providing all-risk insurance now being conducte/ 
by the Federal Crop Insurance Corporation is the farmer’s only hop 
at this time of being able to obtain insurance protection against los 
of his investment that would be consistent with the total insurane 
coverage available to many investors in other phases of the national 
economy. The Congress wisely recognized this fact when it provided 
for the development of all-risk crop insurance. Because of the great 
need for such protection, it is imperative that a sound program be 
developed as expeditiously as possible. 


1954 LOSS EXPERIENCE 


As may well be expected, the 1954 crop year was a difficult one 
from an insurance standpoint. The drought condition which started 
in 1951 continued to get progressively worse so that by 1954, in 
many areas where insurance participation was extensive, severe 
emergency conditions existed. In addition, the severe rust damage 
which caused heavy losses in the spring wheat area, in 1953, occurred 
again in 1954 on a more extensive scale. Many farmers were faced 
with the peril of losing all they had accumulated by hard work during 
the past years. 

Naturally these extremely adverse growing conditions were reflected 
in the operations of the Corporation. For every premium dollar 
earned, $1.26 was paid out in indemnities. The loss ratio of 1.24 
represents premium income of $22.6 million compared to indemnity 
payments of $28.5 million. 

Since wheat insurance represents the major portion of the crop- 
insurance program, the experience in wheat contributes materially to 
the overall experience. In 1954, wheat indemnities exceeded premi- 
ums by almost $6 million. The heavy wheat losses occurred mainly 
in the Southwestern States where drought conditions were severe and 
in the spring wheat area where participation was concentrated. 

The cotton, corn, flax, and citrus programs operated well in the 
black for 1954. 

Tobacco indemnities were slightly less than premium income. 
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CHANGES IN PROGRAM 


As a result of the unfavorable loss experience the last 2 years, the 
inancial reports of the Corporation show a deficit. The reasons for 
ndemnities exceeding premiums during this period are understandable 
n view of the adverse growing conditions that prevailed in areas, 
vhere insurance participation was high. 

However, it is important that we not be lulled into a false sense 
{security by attributing all our difficulties to adverse crop conditions. 
From an insurance standpoint, the Corporation is very young in 
xperience and reliable actuarial data. While valuable experience 
is gained with each year’s operation, those responsible for the admin- 
istration of this program fully re: alize that they have not as yet solved 
all the problems inherent in this type of venture. 

Mr. Laidlaw has been Manager of the Corporation for nearly 2 
vears. During this time he and the Board of Directors have made 
an exhaustive review of the Corporation’s experience. As a result 
of this review, it is apparent that several policy changes should be 
made. The concentration of risk represented by wheat participation 
in the Southwest drought area and in the spring wheat areas must be 
offset by a wider spreading of the insurance risk. To accomplish 
this, the volume of business must be increased in other sections of 
the country and on other crops. Plans have already been made for 
insuring soybeans in 1955 and barley in 1956 on a limited experimental 
basis. 

A recent survey indicates that in 16 counties, in the Southwest 
Dust Bowl area, the Corporation experienced a net loss of $16,143,353 
during the period 1948 through 1954. If it were not for the unfavor- 
able experience in these counties, the Corporation would now show a 
surplus of almost $8 million instead of a deficit. Where it is evident 


§ that a sound program cannot be developed because of excessive risk, 


the program must be Beevers from such counties. 

During the past year, considerable attention has been given to rates 
and coverages. Abeniarate were made wherever it was evident that 
the rates were not sufficient to cover the risk. 

The sales and servicing of crop-insurance contracts was transferred 
to individual agents on January 1, 1954. The 1955 crop year will be 
the first full year of operation with this type of organization. It is 
anticipated that several years will be required to develop the agent 
method of operation to the degree of effectiveness expected from this 
change, 

1956 BUDGET ESTIMATE 


We feel that the 1956 budget estimate which has been submitted is 
a modest one in that plans have been made “~ expansion into only 
50 additional counties for the 1956 crop year. This is considerably 
below the number authorized by the Crop fevuenion e Act. While the 
heed for rapid expansion is great, in order to balance the risk and pro- 
duce additional premium ine ome, plans for expansion must be con- 
servative in order to make certain that the underwriting policies are 
sound. 

The direct costs of loss adjusters are currently being paid from 
premium income. The recommended 1956 appropriation language 
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provides that (1) direct costs of loss adjusters and (2) necessary 4; 
ministrative and operating expenses in excess of appropriated funds} 
an amount not: to exceed $1,500,000 may be paid from premium jy 
come. Under this arrangement long-range sales plans can be maj 
without facing the possibility of having to unduly restrict plans fy 
needed expansion and the activity of the agents, who sell and serviy 
insurance contracts on a commission basis. 


OPERATING EXPERIENCE 


You have been furnished with some bar charts showing the ope. 
ating experience of the Corporation for the years 1948 through 1951 
I believe it would be well for Mr. Laidlaw to briefly review they 
charts with you, and then he and his staff will be glad to answer any 
questions you may have. 

Mr. Wuirren. Thank you, Mr. McConnell. You may proceej 
Mr. Laidlaw. 

Mr. Laipuaw. If I could, I would first like to have Mr. Nikk 
explain these maps. 


PREMIUMS AND INDEMNITIES 


Mr. Wuirren. I would like for the charts you have given th 
committee to be inserted in the record at this point. Then we wil 
be glad to have his explanation. 

(The charts referred to follow:) 
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United States Department of Agriculture 
FEDERAL CROP INSURANCE CORPORATION 
iePremiums, Indemnities, and Loss Ratios 1948-1954 
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Federal Crop Insurance Corporation 


PREMIUMS AND INDEMNITIES 


Crop Years 1948 - 1954 
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Federal Crop Insurance Corporation 


PREMIUMS AND INDEMNITIES 


Crop Years 1948-1954 
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1954 INDEMNITIES RELATED TO EMERGENCY AREAS 


Mr. Nrxxeu. This first map shows in black the counties in ¢\ 
United States in which in 1954 some form of emergency assistany 
was provided. There are three forms of emergency assistance jy. 
cluded—the disaster loan program, the emergency feed program, an( 
the emergency hay program. 

In all these counties in black, one of those three programs operate 
for some period during the year. I should explain that some of thi 
was due to 1953 crop losses which caused many farmers to need loans 
going into the 1954 crop year. 

The other map shows all the crop insurance counties in black » 
gray. It shows the location of our crop insurance counties throug). 
out the United States. The counties in black are those counties jy 
which the 1954 losses were in excess of 1954 premiums. In othe 
words, the loss ratio was above 1. We paid out more in the cou. 
ties in black than we collected in premiums in 1954. 

As you note, these were our areas of heavy loss. The black thai 
you see over here matches pretty well with the disaster areas fron 
the standpoint of where the emergency assistance was needed. 

Mr. Deane. Does it show on the map the 50 new counties wher 
you propose to extend coverage? 

Mr. Nrixxeu. No. These counties are where we actually had the 
programs operating in 1954. There are no counties on the map which 
would be new in 1955 or 1956. 

The 50 counties mentioned by Mr. McConnell were counties that 
would be new in 1956. We are currently selling 1955 insurance— 


CAPITAL FUNDS 


Mr. Wuirten. What is the total capitalization of the Corporation’ C 
Mr. Frerts. Authorized, $100 million. t 
Mr. Wuirren. How much of that has been impaired through losses’ J ! 
Mr. Frerts. The present capital now subscribed and paid for i 

$27 million. That is impaired to the extent of about $8% million & ‘ 


PROPOSED CHANGES IN SALES AND UNDERWRITING 


Mr. Wuirtten. In considering this insurance program we have to 
do it in the light of how much greater the cost of other programs 0 
disaster relief might have been. I can clearly see that. 

What changes do you propose in the coming year, first, to increase 

our coverage in the counties where you now operate, and second, 
in your methods of selling insurance over a longer period? What plans 
do you have to change your approach in any of those regards, if any’ 

Mr. Larpiaw. With the individual agents that we have now in most 
of the counties where we are operating, we believe in the long pull we 
will be able to do a much better job and a more intensive selling job on 
more of an insurance basis than we did in the past. It takes a lot o! 
educational work and hard work to do it. In a great many areas, 
we feel we are making very, very good progress. 

Mr. Wuitten. I have strongly supported the crop insurance pro- 
gram since we started it on an experimental basis. I have done tt 
hoping for good results, more than on the basis of being thoroughly 
convinced it will work. I am still hopeful it will work. 
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Do you see any bright light as to how we can get enough coverage 
) make this program spread and become sound for a great percentage 

the farmers? ‘This is an experimental program up to this moment. 

As we have seen the program progress, and as you have had to raise 

yur premiums and reduce the size of payment that you would make 
> case of loss, it becomes less and less attractive to many farmers, 

cause your repayment in case of loss has to be low enough to where 
would take a real disaster to make it worthwhile to the farmer. 
et to make the program sound you have to make your premiums 
igh. It gets to the point where the man with the large risk, by 
sason of his climate, his land, and the flood situation around him, gets 
be a most interested customer. 1am wondering if there is anything 
hat you can see which would lead you to believe we are going to get 
his thing on a sound basis across the board. How many years have 

‘e had it on an experimental basis? 

Mr. Fretts. Seven; since 1947. 

Mr. Wuitren. I am just trying to find out what you see down the 
oad ahead. 

Mr. Larptaw. I think we will do a much better job of contacting 
he better farmers and getting farmers in by our own local agents 
etup than we have in the past. I think this might be a good time 
o emphasize the important point that Mr. McConnell made in his 
statement, that a few southwestern counties have been the main 
cause of this terriffic loss the Corporation has sustained. 

Mr. Wuirren. It has been my observation since I have been in the 
Congress, that every year in some area of the United States there is a 
terrific problem due to drought, disease, hail, or flood. You can 
almost be sure it is going to hit some section of the country every 
year. Based on the amount of outlay for disaster relief and help of 
various sorts, this might be the most economical means for the 
Government to meet the shock of these disasters. That being true, 
there is all the more reason to spread this over the Nation, as against 
having it only in a few selected counties. 

Mr. Larptaw. When you run into a situation like these particular 
counties in the southwest, we feel that it is impossible to ever operate 
a long-range successful insurance program. The rates are up between 
40 and 50 percent. As aresult, what happens? They will get a little 
wet evcle and then they will say that the rates are too high. They 
will all quit. We have poured many millions in there without a 
chance of getting them back from premiums. As a result, the Board 
of Directors voted on the 10th of February to pull out of nine wheat 
counties in the Southwest for the 1956 wheat crop year. In those 
nine counties since 1948 the Corporation has a net loss of over $11 
million. I can see no end to it at all. They will probably sustain 
another heavy loss this year. 

Mr. Wuitren. That is the point I wish to develop here. You are 
still trying to work it out on an actuarial insurance basis as against 
trying to sell it as a disaster relief type of operation. You haven’t 
changed your attitude nor your outlook. You are still looking at it 
in an effort to make it actuarially sound somewhere down the road. 
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SUMMARY STATEMENT OF CHANGES ADOPTED 
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Mr. Larptaw. That is correct. We started closing sales last y, 
for the first time in the Corporation’s history almost 2 months abjey 
of the normal closing date where it looked Jike we were selling a los 
If I may, I would like to insert a summary statement of action tak 
to place the program on a sound insurance basis and improve admin 
istration. 

(The statement referred to follows:) 


rlens 
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PROGRAM CHANGES i 
Limitation of liability ie 
In view of the excessive risk due to the severe drought conditions existing 
the Southwest area, the writing of new business was discontinued in 88 counties - 
located in Colorado, Nebraska, New Mexico, Oklahoma, Texas, and Wyomiy Ce 
prior to the established closing dates for the acceptance of 1955 applications fy; Mie P™ 
insurance. This was the first time in the Corporation’s history this type 9 ont 
action was taken to limit liability in the face of imminent loss. aa ally 
Durum wheat (except red durum) was declared noninsurable for the 1955 er 
year in the spring wheat area, except in 16 counties located in the major durun. 
producing area of North Dakota where wheat insurance will be limited to thoy 
contracts which were in force in 1954. This action was necessary because of th: (Me? 


SumMMARY OF CHANGES ADOPTED SINCE THE PRESENT BoArD OF DrrEct, 
Was AppointeD 

















imminent threat of heavy loss from rust. I 
; ; adn 

Increased premium income - 
Action has been taken to increase premium income by (a) increasing premium ] 


rates, (6) eliminating certain premium discounts that were previously allowed hat 
insureds, and (c) providing that premium rates shown on county actuarial offi 
tables are discounted premium rates with premiums increasing 10 percent if not Vir 


paid by a designated discount date. Premium discounts which have been dis- as 
continued in order to supplement premium income are as follows: 
(a) Five percent premium discount for filing acreage report and paying pr- Pr 
mium by specified dates. th 
(b) Thirty percent general county discount if the county accumulated premium D 


reserve exceeded the required county reserve. 


in 

(c) From 2 to 20 percent premium discount depending on the number of 
acres planted to corn and flax. These discounts have been restricted for wheat n¢ 
and cotton. re 
Minimum premium of $5 and $10 per contract were established depending or d 
the crop insured. This action eliminated many token contracts and provided 8 
additional premium income where small units are insured. a 

In the 1954 crop vear, insurance programs were terminated in 59 counties 
where participation and the insurance potential were comparatively low and it v 
was apparent that a sound insurance program could not be developed at this € 
time. ‘ 
Insurance programs are administered on a county basis. Because of various { 


restrictions, insurance frequently could not be made available in adjacent sections 

of counties where the insured crop was generally raised. Under an amendment | 
to the Federal Crop Insurance Act adopted during the term of the present manage- 
ment, these areas are now classified as ‘local producing areas’’ and are serviced 

as part of the adjoining county in which the crop-insurance program is adminis- 
tered. This is now being used extensively to increase premium income and balance 

the risk to a certain extent. 


New insurance programs 


In order to increase premium income, spread the risk, and provide insurance 
programs generally more acceptable to the farmers, new programs or revisions of 
existing programs are being tried on a limited experimental basis: 

(a) Soybean insurance will be offered in 12 counties for the 1955 crop year. 

(b) Barley insurance will be offered in several counties for the 1956 crop year. 

(c) A high-level coverage corn program will be offered in 12 counties for the 
1955 crop year. 
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/) Under the multiple program, crops are generally insured on a combined 
asis whereby the production from all insured crops is considered in arriving at 
.e amount of loss. Beginning with the 1955 crop vear multiple crop insurance 
ill be offered in 20 counties on an individual crop basis whereby the insured will 
. indemnified for any insurable loss occurring on an individual crop covered by 
he contract. 


‘rtension of sharecropper contract 

Insuring the interest of the sharecropper has always presented an. adminis- 
rative problem because of the small acreages involved and resultant low premium 
meome per contract, and the difficulty in affecting collection of the premium after 
ie crop has been harvested. A sharecropper contract whereby all sharecroppers 
b) one farm were insured under a single contract signed by the landlord who was 
esponsibie for payment of the premium, had been tried in cotton prior to 1954. 
This type of contract was improved and extended to the tobacco program in 1954. 
‘onsiderable administrative savings have resulted from this change, as well as 
» improvement in the quality of insurance written. 


ancellation of contracts 

Cancellation of contracts for the nonpayment of premiums previously presented 
» problem since each insured had to be individually notified in writing that his 
ontract had been canceled. The policy now provides that a contract automati- 
ally terminates if the insured has not paid his premium in full by a specified date. 


ADMINISTRATIVE CHANGES 


Reorganization of Washington and State offices 


During the past 18 months, several significant changes have been made in the 
administrative operations of the Corporation to provide for more efficient and 
economical administration of the crop insurance program. 

1. Consolidation of State offices.—As of June 30, 1953, there were 33 State offices 
handling crop-insurance work at the State level. By November 1953, 14 of these 
offices were combined with other State offices, reducing the number to 19. The 
Virginia State office which was one of those closed, was reopened October 1, 1954, 
as a result of the increased business written in that State in 1954. 

2. Elimination of Program Development Division in the Washington office—The 
Program Development Division, consisting of 14 employees, was responsible for 
the promulgation of regulations, procedures, and forms. On July 1, 1953, this 
Division was eliminated and its work absorbed by other divisions in the Wash- 
ington office. 

3. Decentralization of the Underwriting Division.—The underwriting work has 
now been decentralized with a chief underwriter being stationed in, and primarily 
responsible for the work in each of the six areas into which the country has been 
divided. The change will provide closer supervision of actuarial work at the 
State and county levels and will result in the more expeditious refinement of rates 
and coverages. 

4. Decentralization of area directors.—The Corporation has four area directors 
who coordinate operations between the Washington and State offices. These 
employees were previously headquartered in the Washington office, but are now 
stationed in their respective areas. As a result, they spend considerably more 
time in the field and have greatly improved the coordination of field operations. 


Sales and servicing of crop-insurance contracts 

During the period 1945 through 1953, the sales and servicing of crop-insurance 
contracts at the county level were handled by the Production and Marketing 
Administration on a contractual basis. For various reasons, this arrangement 
Se to be unsatisfactory to both the Corporation and the Production and 
Marketing Administration. 

As of January 1, 1954, this work was transferred to local agents under contract 
with the Corporation. While all of the problems inherent to the agency plan 
have not as yet been solved, improvements are already apparent: 
ke ae a has direct control of persons handling the sales and serv- 
icing work. 

2. Better service to the insureds. 

3. More efficient administration—agents are paid on a commission basis 
governed by premium income, 
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Inspection and adjustment of losses 


Numerous changes have been made in regulations and procedures goverpjy 
the inspection and adjustment of loss claims to reduce the cost of this phase of the 
work, 

1. Previously, when an insured had submitted a notice of damage or loss during 
the growing season, adjusters were required to perform followup inspections 4} 
the end of the crop year to determine whether a loss had occurred. Since the 
insured was required to report any material damage to the insured crop whether 
a loss had occurred or not, many unnecessary inspections were made. Finaj 
inspections are no longer made in these cases unless the insured submits another 
notice of loss after harvest is completed. 

2. In some of the Southeastern States, adjusters were not permitted to adjust 
losses in their home counties. This practice resulted in comparatively high 
travel costs for adjusters in this area and has been eliminated. 

3. The preparation of corrected loss claims involving field inspections for over. 
payments of less than $25 was discontinued since the administrative costs ey. 
ceeded the overpayment. 

4. Until 1954, it was mandatory for adjusters to measure all acreage on which 
a loss was claimed. Adjusters may now use the reported acreage where it js 
apparent that it is reasonably correct. 

5. The provision in loss adjustment procedure whereby preliminary inspections 
must be made on 10 percent of the cotton contracts in force has been eliminated. 
This required unnecessary expenditures for inspection work and produced little 
or no valuable information that could be used in the settlement of claims. 
Administrative costs of the Corporation 

The Federal Crop Insurance Act provides that premium income shall be used 
only for the payment of indemnities and to establish a reserve for unforeseen losses, 
It further provides that administrative expenses will be paid from funds appropri- 
ated by the Congress. 

Beginning with the 1955 fiscal year, appropriation language was approved 
whereby the direct costs of loss adjusters for inspections and loss adjustments 
could be paid from premium income. The 1956 appropriation language which 
has been submitted to Congress this year provides that, in addition, a portion of 
administrative expense may also be paid from premium income. Proposed 
amendments to the Federal Crop Insurance Act to provide permanent authority 
for the payment of these costs from premium income and increase premium 
rates accordingly, are being submitted for the approval of Congress. 


Miscellaneous 


Numerous miscellaneous changes have been made in the operating procedure 
of all offices not only to reduce administrative costs, but also to expedite program 
operations. These revisions include: 

1. Extensive consolidation and simplification of program forms and operating 
procedures. 

2. Extended use of IBM equipment in the Chicago branch office for record- 
keeping and statistical purposes. 

3. Consolidation of loss adjustment forms and transfer from the State office 
to the branch office of the computation of loss claims. 

4. Consolidation and elimination of various records and reports maintained 
and prepared in the State offices. 

5. Simplified requirements in connection with the spot checking of loss adjusters’ 
work. 


PRIVATE WRITING OF RISK CROP INSURANCE 


Mr. Laiptaw. I might add that a big combination of stock com- 
panies are going into this field on their own, on a purely experimental 
basis. They had intended to start in 40 counties this year. Whether 
or not they are going to make the grade for this year, I am not sure. 
They definitely are going to start writing all risk crop insurance. 

Mr. ANDERSEN. Will they then take the cream of the accounts, 
or will they blanket their coverage as you do? 

Mr. Larptaw. Mr. Ridetitin: T am positive they will never go into 


country similar to the nine counties we plan to drop. 
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\Mr. ANDERSEN. I am positive of it, also. 

\lr. Larptaw. They had picked counties in Minnesota, Ohio, 
Indiana, Illinois, lowa, and two or three counties in North and South 
Dakota as the counties they were going to start on. 

Mr. ANDERSEN. That is an area where very seldom if ever you have 

acomplete failure. In my area we have had at most 2 wipeouts in 50 
years that I know of. 
" As the chairman has stated, just what hopes do you have in the 
future of enlarging the program? That, seemingly, is the only hope 
of making it actuarially sound. What hopes do you have in enlarging 
it in my area, for example? You can reduce the premiums on flax, 
perhaps, or, on the other hand, increase the returns which might come 
to the farmer and in that way get more interest in the program. 

Mr. Larptaw. You have put your finger right on the heart of the 
whole problem, 

Mr. ANDERSEN. The question is, what is the cure? Don’t you 
think the cure is to be more liberal with the returns to people in normal 
areas, such as we live in? I believe that in case of a loss, the policy 
will return to the flax producer any deficiency in production below 5% 
bushels per acre. Is that correct? 

Mr. Frerrs. That is approximately right. 

Mr. Cotsy. I can give it to you in just a second, Mr. Congressman, 
I will have to look it up. The coverage in your county is 5% bushels 
per acre. 

Mr. ANDERSEN. My point is that this 5% bushels should be 
increased to 8, or something like that, for the same premium that we 
pay in that particular county. 

Mr. Frerrs. Under our act the coverage cannot exceed the invest- 
ment in the crop. 

Mr. ANDERSEN. I know how the coverage is set. I know that it 
is on an experimental basis. But 5% bushels per acre, as I stated 
previously, is the figure. All through these years that I have per- 
sonally had coverage we have never got down to the point where we 
produced less than 5% bushels of flax per acre. My contention is, 
as Mr. Whitten has pointed out, unless there is some way that we can 
make this program more attractive to the average farmer, it may die 
of its own weight through areas such as mine where the reimbursement 
in case of loss is lower than actuarial figures permit. 

Mr. Frerts. I think part of the answer to that is to get out of these 
counties where we have excessive losses, as Mr. Laidlaw has pointed 
out. Those are the counties that are putting us in a deficit position. 

Mr. Wurrren. I see your point. If the stock companies are going 
to take over the cream, and private business will pick the least risk 
and more premiums, and if you don’t get out of the places where 
there is abnormally large risk, it decreases the possibility of working 
this out on a profitable basis. 

Mr. Larptaw. You and Mr. Andersen have put your fingers on a 
problem that has worried me ever since I have been down here. I 
honestly feel that we haven’t too much to offer the top farmer, the 
teal good farmer. We have a lot of good farmers, naturally, but I 
believe we also have a preponderance of the poorer farmers, more or 
less the fringe 

Mr. Wuirren. You are insuring the sick people, by and large. 
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Mr. Latpiaw. I agree with you. I think we definitely will hay 
to work this program around to where we can eliminate a lot of th 
marginal land and make the 
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COORDINATION OF CROP INSURANCE WITH OTHER AGRICULTURA,MiMexer¢ 
PROGRAMS oun 


ago, 


Mr. Wuirtren. The question has been raised here several time MM hat. 


as to whether price supports should be made contingent upon participa. 


Siti?» : 7 ting 
tion in some insurance program, with the premiums and the rates off .)er 
payment adjusted on the local basis. In other words, you wouldffpsta 
assess the amount of risk in a county judged by the past, taking into fi, w 


account the production, the yields, the number of disasters that have fom’ 
occurred, and the type of farmers in that county. If you had coverage anc 
across the board throughout the United States, in a high-risk county Hi t: 
the premiums would be high and the repayment would be low, and in fen 
counties that never had a crop failure, due to climate and other things, mad 
premiums would naturally be low and your payments would be high. Hiion 
Then, if you had something on the order of a mutual approach, where 
payments at the local county were reflected in the next year’s assess. 
ment of premium, which I believe you have to some extent now, tle 






question has been raised as to whether that approach would off \ 
some hope. I neither oppose it now espouse it. I raised the question fi the 
to get the benefit of your thinking. was 

Personally, I have thought for a good many years that it was highly jin t! 
doubtful if this venture was going to prove too successful, dollars andj any 
cents wise. I have thought we would have to throw into it some o ] 
the benefits accrued elsewhere. As you point out here, if we are going {ii that 
to require this to meet other disaster problems, it might be profitabl ji eve! 
to have this as against the other. I would like to know what your fron 
thinking is as to membership or participation in the insurance program! ® 
in connection with other programs. Would that improve things orf>® 
make it worse? mee 


Mr. Larptaw. I wonder where you would get enough trained men Wh 
to set up a nationwide program like that. Right within counties, land 2s" 
will vary. wes 

Mr. Wurrren. You definitely would have to do it in the counties Co 
where you are now operating. However, the best actuarial table 1B be 
know of is the record of production which your own statistical people Hat 
have. You can develop such information from the Department of I 
Agriculture’s own figures, as they have production figures on every #R"Y' 
county in the United States throughout the years. They will show Bye! 
the years of disaster and famine and the years of high production #%™ ° 


So I think much of your actuarial work would be on a fairly accurate 
basis and would be found in your own Department. : 
£00 

QUESTION OF COVERAGE IN AREAS OF FINANCIAL RISK Int 


Mr. Larptaw. What would you do where you get into a county 
where the rate runs from 37 to 50 percent? i 
Mr. Wuirren. That is your job. I don’t have to decide that one. Bo 
I will put it this way: If you were in the life-insurance business whet mil 


you came to a tuberculosis sanitarium of necessity you would have to 
pass it up. There is no other out for you except to do the same, ! # me 
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ou are trying to set up as the law requires a sound insurance busi- 
ess, When you get into an area where you see there is no possibility 
fpaying out. 
If you are setting up a sound insurance company, all you can do is 
sercise your judgment as to whether there is any hope of it being 
ound. I was one of those who voted to end this Corporation years 
.o, not from any feeling or desire to do it, but because we found out 
hat, in many areas of the country, farmers were going out and put- 
ing their seed in the ground, qualifying under the insurance at a time 
chen history shows they never would get a drop of rain. In many 
instances it was so late in the year that the rainy season had passed. 
It was accepted practice. Everybody knew that the crop was not 
oming up, but if you planted the seed it qualified you for the insur- 
bnce. I mention that as a basis for some of the actions that we had 
0 take in the Congress. Then we said we would go on an experi- 
mental basis to meet that problem. You and your predecessors have 
made a strong effort to make it work, according to my own observa- 


tion. 
CROP INSURANCE INDEMNITIES VERSUS EMERGENCY GRANTS 


Mr. ANDERSEN. Mr. Laidlaw, have you made an analysis from 
the viewpoint of the Treasury of the United States whether there 
was a full $6 million loss or just how much of that would again revert 
in the line of income taxes from the farmers affected? Have you made 
any such analysis? 

I am referring to the line of reasoning advanced by Mr. Whitten, 
that certainly in this program I do not think that the Congress can 
ever expect this program to operate without a subsidy occasionally 
from the taxpayers. I think that subsidy is well justified in, first 
of all, preventing economic collapses in certain areas in the United 
States. In one way or the other the Treasury is going to have to 
meet the bill in case of disaster caused by the weather or otherwise. 
Whether it is through the Farmers’ Home Administration, the crop 
insurance program, or special feed and hay programs, as in the South- 
west, I doubt whether it means much in the final analysis to the 
Congress of the United States. We must expect that it is going to 
be practically impossible to operate a program of this nature on an 
actuarial basis. J am convinced it cannot be. 

But at the same time I am definitely convinced we are justified in 
trying to operate it as closely as possible to that actuarial basis, and 
yet not feel too bad in case something happens that would be balanced 
in any event by other expenditures by the Treasury. 

Mr. Lamptaw. You think, then, you would have to rewrite the act? 

Mr. ANpERsEN. No. I think you simply have to, along the line of 
good businéss judgment, stretch it here and there without violating the 
intent of the act. 


ROLE OF DUST BOWL IN DEFICIT 


Mr. Frerts. If we hadn’t been in 16 counties in the so-called Dust 
Bowl area, we would have showed a surplus of approximately $8 
million in the last 7 years’ operation. 

Mr. AnpERsEN. Let’s analyze that. The fact that the Govern- 
ment through your Corporation expended that amount in those 16 
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counties does not prove that is all lost money. How much money 4 
you think would have to go in there to replace the money you {oli 
paid in there if your program had not existed? 
Mr. Frerts. From our point of view, it is a loss to the Corporatio 
Mr. ANDERSEN. You people naturally are interested in the Corpor 
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ment 

excess 


tion. We have to look at it from a broader viewpoint, from that 9 —” 
the entire economy of our Nation. ee 
: Ade ‘ gottel 

Mr. Frerts. Under our act it is mandatory we look at it that wayfh® La 
Mr. ANDERSEN. Certainly. As I say, you can stretch your act 4 i 
far as legally practical in line with the basic intent of the Congress ay; sult 
do a lot of good to the Nation as a whole. » That decision as to wher ais 
you should go in and where you should stay out is quite elastic. Thaf } af 
is within your determination. aoe 


Mr. Wuirren. What is the past record of those 16 counties? |, 
this the only time that it has hit them like that, or do they have a ba 
record through the years? \I 

Mr. Frerts. That is the record since 1948 when the program wad adn 
placed on the experimental basis. pren 

Mr. Wuirren. Those 16 counties have had a bad record since then Whe 

Mr. Frerrs. Yes. That is a cumulative record for 7 years. 


expe 
\ 
NUMBER OF COUNTIES PARTICIPATING IN PROGRAM all t 
Mr. Wuirren. How many counties do you have under the progran — 
at the present time? ow 
Mr. Larptaw. We have 884 county programs. We will have 90%, ' 
for 1955. It | 
Mr. Wuirten. That is something like 40 percent of the total 4; 
agricultural counties? There are something over 3,000 counties i \ 
the United States. CC 
; the 
INCREASE IN AGENTS’ COMMISSIONS fur 

You propose an increase in sales commission rates in 1956. _ Is that 
because you are changing your sales force, or does it reflect an i- he 
creasing difficulty in selling contracts, or do you think by increasing n 
your rates you will get a better spread? C 
Mr. Latpitaw. We will get better men. i 


Mr. Frerts. The increase is in the maximum that is payable for — 
one contract. That was $12 and $20 for the past year. Now, wim ~ 
are planning to increase that to $15, for a carryover contract and 
$30 for a new contract. 

Mr. Wuirten. You are still writing it on a several year basis? 

Mr. Frerts. On a continuous basis. 

Mr. Wuitten. What is the basis for paying a commission 0? ! : 
continuation? Is that based on the usual insurance approach, wher 
a man sells the contract he draws some pay as it is continued in fore’ 

Mr. Frerrs. The continuous contract requires servicing; in othet 
words, the agent must obtain the acreage report, must handle the 
notice of loss, must collect the premium. It is for that type of col 
tract that the maximum, as I say, was $12, and now it is—— 

Mr. Wuirren. His commission is not just for selling the contrac! 
but for selling and servicing it? 

Mr. Fretts. Yes, and collecting the premiums. 
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\ir. Evans. There is one other point I might add. We have 
increased the commission for sharecropper contracts. A few years 


0 , ° 
oy (oo we inaugurated the sharecropper plan, whereby more than one 
| fol sharecropper is insured under a contract. Under our agent’s agree- 


ment last year, we paid the agent 50 cents for each sharecropper in 
excess Of 1 covered by a single contract. We find that was, from a 
commission standpoint, quite an injustice to the agent, because if 
he had gone out and sold the contracts separately he would have 
gotten $4, plus 6 percent of the premium for each sharecropper written 
under an individual contract. 

As an incentive for him to combine the contracts, which in turn 
wher results in a considerable savings to us in administrative expense, we 

Thod plan to raise the rate in 1956 to $1 per sharecropper, and even at $1 

Gt is a good bargain for the Corporation. 


ratio 
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1] USE OF PREMIUM INCOME FOR ADMINISTRATIVE EXPENSES 
a Dae 


/ 


Mr. Warrren. I notice you want an increase of $1% million for 

Wag administrative expenses this year. You want to charge that up to 

# premiums. The premiums are already insufficient to meet your losses, 

then \What is the basis for adding that much more to your administrative 
expenses? 

Mr. Larptaw. We feel the base budget of $6 million will service 

all the contracts the Corporation now has in force. One of the hardest 

things to do in running an operation of this kind is to plan in advance. 


Stull Tn other words, we have to sit here and propose a budget practically 
° Om 2 Years in advance. It is a little difficult to make these plans, based 
on how many sales we anticipate and how many losses we will have. 
tote It has always been a difficult task to make reasonably accurate pre- 
ay dictions, 
Mr. WuirtreNn. Suppose we follow the procedure we do with the 
CCC, whereby we appropriate $6 million and provide a ceiling, so 
that you could use not to exceed $1% million of the Corporation’s 
funds to meet these contingencies as they might arise. 
that Mr. Larptaw. I will have to let Mr. Wheeler answer that. 
1 id Mr. WHEELER. That could be done, but there is a little difference 
sing bere in that there is a definite plan as of now to use the $1% million 


in expanding into these additional 50 counties. In the case of the 
Commodity Credit Corporation the reserve will be used only if the 
for Workload develops. Here, however, there is a definite plan for the 
we sale of additional contracts. 


and Mr. Wuirren. Here you know you need the $7% million, according 
to the plan. It is just a case of whether you appropriate $6 million 
and provide for $1% million out of the premium income. 
Mr. WHEELER. Yes. 
ns Mr. ANDERSEN. Why wouldn’t it be simpler to request an appro- 
ere priation of $7% million, Mr. Wheeler, and give the Corporation a 
ce? chance to get back on to its feet? 
her Mr. Wueeter. I think the main reason, Mr. Anderson, that we 
the have recommended language for charging the direct costs of loss 
Ons adjustments to premium income, and the additional administrative 


cost of expansion, primarily for sales expenses, is because those two 
et, parts of the program are the most difficult to predict. 
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In budgeting for this item over the years we have missed the act, 
needs rather badly, either on the high side or the low side. For » 
thing, costs for loss adjustments are relatively uncontrollable. 
year Congress did go along with permitting such costs to be chargilifrom 
against premium income. That is proposed again this year. Bulito $2 
the cost of expanding sales and the cost of paying the commissions qji™prem 
sales and setting up these new counties will depend on the success ¢ 
the ability of the crop insurance organization and salesmen to meg 
the projected plans and goals. 

We believe that the additional flexibility of being able to char 
the additional cost of expansion to premium income would be advanty. 
geous. This $1 million may not actually all be used. To the extey 
that the workload does materialize as a result of getting new busines 
that very fact will increase premium income and make it possible fy 
such income to pay the cost of expansion. 

Mr. Wuirren. You have a firm plan to use this money, Just & 
much so as if it were in here as an appropriated item, haven’t you’ 

Mr. WuHeEteEr. Yes, sir. On the other hand, we have in the pas 
had plans to increase the volume of contract sales that have not fully 
materialized. 

Mr. Wuirten. I think quite clearly this change is something thai tok 
would have to come, once you have passed the experimental stage an/ be 
have a going insurance company. When that day comes you are goin fie V° 
to have to charge a larger share of the actual cost of administration tf “ 
the premium. As long as you say, however, it is still experimental 
and we are trying to work out a sound program, which we all agree 
would be highly desirable, I think there is more justification for “the 
Congress to help carry the administrative expenses. Your adminis 
trative expenses proportionately would be much less if you had every P 
farmer in every county in the program. Your overhead would be cut Hy ° 
way down. Now that you only have it in some counties, widely scat- By ? 
tered, and other things, the administrative cost is higher. On that 
basis there is some justification for an appropriation by the Congres 
to carry the overhead. 

Mr. LaroLtaw. That is true. That is why I feel we must expand 
the program until the premium income is built up. That is the 
lifeblood. Unless we can do that 

Mr. Wuirten. In my statement, I didn’t mean to indicate the 
point where such a change is justified. I am not sure in my mind 
where it is. Mr. Marshall. 
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LOSS ADJUSTMENT WORKLOAD 


Mr. MarsHa.u. I notice on page 188 of the justifications that you 
talk about the increase of contracts, the 1956 workload, and you cite 
that you expect an increase of 33,100 contracts over the 1954 year. 
How realistic is that figure? 

Mr. Evans. That is very realistic, Mr. Congressman, for the reason 
that our loss-adjustment cost, direct cost, usually follows 1 year 
behind. In the fiscal year 1956, which starts July 1, we will adjust 
the majority of the losses for the preceding crop year. The fiscal 
year cuts across the crop year. ‘The crops are usually planted in the 
spring and harvested in September or October. That is the reason 
for the increase in contracts of 33,100. 
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PREMIUM INCOME 


Mr. MarsHa.u. I notice from your chart showing the crop years 
om 1948 through 1954, that your premiums dropped from $27 million 
9 $22.6 million between 1953 and 1954. What do you estimate the 
premium figure will be for 1955? 

Mr. Evans. For the 1955 crop year we estimate our premium will be 
$29,260,000. That is based on the budgeted contract workload of 


30,000 contracts and our average premium now runs about $77 per 


ontract. 

Mr. MarsHatv. You have some contracts that are in effect for 
1ow long a period? 

Mr. Evans. The crop insurance contract is a continuous contract. 
Once it is written it stays in effect until either the insured or the 
Corporation cancels. They vary in time. Some of them continue 
2 years, some longer, some 10 years. 


1954 TOBACCO EXPERIENCE IN KENTUCKY 


Mr. Natcuer. Mr. McConnell, according to your statement the 
tobacco indemnities were slightly less than premium income. | 
believe on this chart showing premiums and indemnities for tobacco, 
we have it for the crop years 1948 through 1954, that the premiums 
were $10,356—— 

Mr. Frerrs. Ten million. 

Mr. Natcuer. $10,356,000, and the indemnities were $9,699,000. 

Mr. Frerrs. That is right. 

Mr. Narcuer. I wonder if at this point in the record you would 
place a short statement showing the number of counties in the State 
of Kentucky for the crop year of 1954, showing the total amount of 
premiums and the total indemnities for that 1 particular year? 

Mr. Fretrs. The premiums and indemnities for that 1 year are 
shown in the lower right-hand corner. 

Mr. Larptaw. Not for Kentucky. We are still adjusting some 
losses there, aren’t we? 

Mr. Cotsy. We couldn’t give you a very good figure yet. The 
burley losses are not all settled. We could give you a premium 
figure, but the actual indemnity figure is not completed at this point. 

Mr. Larptaw. We could insert the estimate for you. 

Mr. Frerrs. I have it right here. I don’t have the number of 
counties. Our premiums amounted to $198,533. Our indemnities, 
which still contain some element of estimate at this time, $52,332. 

Mr. Cotsy. Here are the counties. 

Mr. Natcuer. According to this list that you hand me, there are 
23 counties in the State of Kentucky. According to the chart here 
of your crop-insurance counties in the United States, it appears there 
are some 23 counties on this particular chart. 

Mr. Frerts. Yes, sir. 

Mr. Natcuer. It further appears that in only 1 or 2 counties that 
the loss exceeds the premiums. Can you insert in the record at this 
point that county or counties? 

Mr. Cousy. It is on this list. 

Mr. Narcuer. According to the chart, it looks like one county. 

Mr. Cousy. I think that is probably right, one county. The last 
estimate we have from Kentucky is that there is no county. Some 
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of these estimates are revised monthly. The last estimate was 
January 21. 

Mr. Narcuer. There is no county in Kentucky then in which 
losses exceeded premiums? 

Mr. Cotsy. No tobacco counties. 

Mr. Narcuer. What about other commodities? I notice on this 
chart here—I just wondered what county this is that you have set 
out here in the eastern part of the State—you have a red mark 
indicating that the losses exceeded premiums there. 

Mr. Coxsy. I could check that for you. It may be the result of 
an earlier estimate where they were estimating the probable loss 
before the crop was marketed and the price was set. 

Mr. Natcuer. I would like to have you check that and see if the 
chart is accurate in regard to this one particular matter. Have any 


of you gentlemen inserted in the record the 50 additional counties by 
State? 


Mr. Larptaw. No. 


NEW COUNTIES INCLUDED IN 1956 PROGRAM 


Mr. Natcuer. Mr. Chairman, at this time I ask unanimous con- 
sent that the 50 counties be inserted in the record at this point, 
setting forth State and county. 

Mr. Fretts. They are not all determined as yet. 

Mr. Natcuer. How many have you agreed upon? 

Mr. Cousy. For 1956? 

Mr. NatcuEer. You misunderstood me. According to this state- 
ment here, Mr. McConnell’s statement, there are to be some 50 
additional counties. 

Mr. Coxsy. That is for 1956. 

Mr. Natcuer. Have those 50 counties been agreed upon? 

Mr. Cotsy. No. The first crop we would insure would be winter 
wheat. We will establish them in the next few weeks. 

Mr. Natcuer. How did you arrive at the 50 counties, then? 

Mr. Cosy. Primarily, sir, because with the people that we have 
trained, we think 50 new counties are about all we could go in and 
properly survey at this time on a sound actuarial basis. 

Mr. Natcuer. The statement is made, 


We feel that the 1956 budget estimate which has been submitted is a modest one 
in that plans have been made for expansion into only 50 additional counties for 


the 1956 crop year. 

You say, “50 additional counties.’’ You haven’t agreed as to where 
the counties are located, in what AP or anything else? You just 
pulled the figure out, is that right? 

Mr. Co.sy. That is right. 

Mr. Lartptaw. That is about all we feel we can handle now. 

Mr. Natcuer. You say that is all you feel you could handle. Can 
you tell the committee where these 50 counties would be located, or 
give us any indication at all where the 50 counties will be? 

Mr. Evans. On page 186 of the House notes, at the bottom of the 
page, we show our sales summary by commodities. In the last col- 
umn of that table there is shown the counties that we will have in 
1956. You can get an idea from there, on a crop basis, of the counties 
into which we intend to expand. That would give some indication 
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as to the location. It is the last column. The upper table shows 
what we plan for 1955, and the lower one what we plan for the 1956 
crop year. Take corn forexample. In 1955, we plan on 110 counties; 
in 1956, we plan on 120. Cotton, in 1955, we plan on 106, and 115 in 
1956. 

Of course, the distribution of the counties, as Mr. Colby pointed 
out, is governed somewhat by the rate at which we can work up the 
actuarial data, and it is also governed somewhat by the number of 
counties that will drop out between now and then. There are a few 
counties that because of the risk or possibly the low premium income 
we just can’t operate a successful program; we can’t tell which coun- 
ties will be affected this far in advance. We do know that overall 
we can handle 950 counties. 

A comparison of those tables will give you an idea of what we plan 
with regard to counties. It would be an indication, to some extent, 
as to the part of the country where we plan to expand. 

Mr. Natcner. As I understand, then, the expansion of 50 counties, 
the counties haven’t been agreed upon at the present time, and none of 
these 50 counties will be located in a section of the United States 
where you suffered such tremendous losses, is that correct? 

Mr. Larptaw. That is correct. 

Mr. Natrcuer. That is all I care to ask at the present time, Mr. 
Chairman, 

Mr. MarsHA... I believe, Mr. Laidlaw, it would be well for you 
to present to the committee a list of the counties that you have agreed 
to put insurance in for 1956. We realize that is an incomplete list. 
It can be supplemented later. 

Mr. LarpLaw. We can only give you a pretty rough idea of the 
counties at this time? 

Mr. MarsHa.u. If you will just submit it to the committee, that 
will be all right. We don’t want it in the record. We just want it in 
our files. 

Mr. Wuee er. If, as, and when they are selected? 

Mr. MarsHAL.. Indicate the new counties that have been selected; 
and when the others are finally selected, submit those also. 

Mr. Cotpy. We can do that, Congressman. We will give you 
those that have been selected, and the additional selected counties. 


1954 EXPERIENCE IN ILLINOIS 


Mr. Vursetu. Mr. Laidlaw, in how many counties are you oper- 
ating in Illinois at the present time? 

Mr. Larptaw. Mr. Colby has that exact number. 

Mr. Fretts. 34 counties, with 37 county programs. 
_ Mr. Vursetu. Would some of them be in the central part of the 
State and some of them in the southern part? I know you have some 
in the southern oa 


Mr. Frerts. They are pretty well scattered throughout the State. 

Mr. Vursety. I was wondering if the drought situation there, 
which was an unprecedented thing this year, caused considerable 
liability in southern Illinois. 

Mr. Lariaw. It did, in Montgomery and, I believe Sangamon. 

here were very heavy losses in Montgomery County this year. 
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Mr. VurseE.u. I could understand how you would have heavy loss; 
in Montgomery, and also up in Sangamon, and I presume it wa; 
mostly on corn. 

Mr. Larpiaw. Yes. 

Mr. Vurseuu. And they are heavy producing areas. You did haye 
some losses farther down in my district, I presume. We had con. 
siderable drought down there, maybe in Wayne, maybe in Richland. 

Mr. Coxtsy. In Wayne, we did. 

Mr. Vursevu. Our corn crops were almost destroyed in many of 
those counties. Fortunately, we have since had a lot of rain. he 
soil is soaked now, about 2 feet deep. We had almost normal rainfal] 
after it was too late for any good to be done with the crops. We have 
had two droughts in southern Illinois. Prior to that, for the past 10 
years or more, we have had very good crops, exceedingly good crops 
of soybeans, wheat and corn. 

I suggest southern Illinois is a great soybean producing area. | 
imagine that if you decide to cover soybeans you will have some 
counties in Illinois, or do you already cover them? 

Mr. Latpiaw. We are just starting now. How many counties in 
Illinois did we select? 

Mr. Co.sy. Two. 

DEFICIT IN 1954 


Mr. Vurseti. Mr. Chairman, I am not too much discouraged 
with the small loss we have here, because it takes a good while to 
build any business. It takes quite a bit of time to build up an insur 
ance business that is sdeneuil and sound. I agree with Mr. Laidlaw 
that you have to have a large distribution. I think you ought to pull 
out of the serious marginal areas that one could well anticipate would 
be bad territory in which to operate. You can do that, I presume, 
legally? 

Mr. Larpiaw. Yes. 

Mr. Vursetu. I think we know the experience of all insurance 
companies has been that they can pick their risks. Generally, they 
have been successful. They do this by taking the better, sounder 
risks and avoiding those that are not so promising. 

As I understand it, you are going to pull out of some of those 
southwestern counties? 

Mr. Larptaw. Thirteen, all told. The board voted to pull out of 
9 wheat counties, and there will be 4 multiple counties on which we 
have until June 30. 

Mr. Vurse.u. Am I correct in the thought that if it had not been 
for your operations in the Southwest, and the drought that came 
there, you would probably not have had a deficit this year? 

Mr. LarpLtaw. No; we would have had a surplus. 

Mr. Vursewu. I don’t see how we.can risk much loss to the Gov- 
ernment with the record of experience we have had, which is valuable 
in helping to direct the future, if we will continue along with a mod- 
erate expansion. 

It might develop to where it would be a very good thing for the 
farmers. I think that is all I have, Mr. Chairman. 
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EXPANSION AT CONSERVATIVE RATE 


Mr. Larptaw. I would like to make a statement, Congressman 
Vursell, on the point you just made. I honestly feel that probably 
the basic cause of the trouble the Corporation had twice before, when 
it lost a lot of money, is that they tried to expand too rapidly into 
too many counties where they couldn’t do a proper actuarial job. 
They tried to jump into hundreds of counties in 1 or 2 years. That is 
why I am a strong advocate of moving very slowly. When we go 
into a new county now I think we should be held accountable for 
setting it up on a proper basis. 

Mr. VurseEtu. | am glad to hear you say that because I was about 
to suggest that in the early stages of this experiment I thought we 
could well afford to go a little slowly on the matter. I think you can 
build a thing of this kind, if you have a friendly government back of 
you here, and bring less loss and greater success if you do go on a 
sound, slow basis and feel your way. That would be my thought, 
for what it is worth. I don’t know whether it is worth anything or 
not, Mr. Chairman. 


CONCENTRATION OF COVERAGE IN CERTAIN AREAS 


Mr. MarsHatu. Mr. Laidlaw, we notice the map of your crop- 
insurance coverage. We can’t help but note there is quite a con- 
centration of your crop insurance in certain areas. 

Mr. Laiptaw. That worries me. 

Mr. MarsHatu. In considering the crop insurance as still in an 


experimental stage, that might cause a warped example as far as 
experiments are concerned in the United States. A crop failure that 
hits one particular section might cause the crop-insurance program 
to be discredited. 

Mr. Larpuaw. For the record, perhaps you have heard about what 
we did on durum wheat in North Dakota this year. From the best 
advice we could get from the North Dakota Agricultural College, 
Minnesota, and Beltsville out here, the chances of raising a normal 
amber-durum crop was very slim because of that virulent rust, 
Race 15B. It seems to have attacked the durum, in the durum tri- 
angle, much more viciously than bread wheats. But it is also causing 
havoe in the hard spring wheat. For that reason, we closed sales on 
all amber-durum wheat and are not selling any amber-durum wheat 
insurance, but we are keeping faith with the amber-durum wheat- 
growers in the triangle up there. You know, that triangle is made up 
of 16 counties in North Dakota where about 90 percent of the durum 
wheat is grown. After all, insurance is more or less a matter of con- 
tract and faith. We agreed to continue their policies in force. That 
is not too much of arisk. My brother and I used to farm 15,000 acres 
of land up there, and grew a lot of durum. A great many of those 
fellows will not seed durum under any circumstances this year no 
matter what you offer them. 
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INFLUENCE OF HIGH-RISK AREAS 


Mr. MarsHA.u. I can’t help but comment that, with a situatiy 
like that existing in the United States, there could also be a compara); 
situation existing within a county, which might endanger and thro 
off your rates in the county. In other words, you may have a count 
that might have the high-risk area insured, a proportion of the loy. 
risk area out. You might have the reverse, which might reflect rathe 
unfavorably into county rates. Are you watching that? 

Mr. LarpLtaw. We have established six area underwriting offices 
We have moved the men out into the field. As rapidly as we can, we 
are going to work over every county. You know what you ean accon- 
plish with six men and a few assistants. It is slow work. I think it 
goes back to the old days when it expanded too rapidly. They weren't 
able to do a proper job. We are trying to overhaul every one of thes 
counties. This will take some time. 

Mr. Cosy. I might add, Mr. Marshall, that we keep track of the» 
losses by area in the county on IBM. If it shows up as a loss in the 
county, the area rates increase but not in the area in which there was 
no loss. We are trying to keep the losses by area. We hope to hav 
an adequate relationship. 

Mr. Larptaw. You see, what I keep coming back to, Congres. 
man, is the concentration of liability. That really worries me ven 
badly because in North Dakota, South Dakota, Minnesota, and 
Montana we have more liability than we have in all the other |} 
States west of the Mississippi and more liability than in all the 
other twenty-some States through the rest of the country. You 
and I can remember the drought years we had, even in that good 
country, in the 1930’s, 1934, 1936, and 1937 again. If we ever hada 
recurrence through that area, our losses would really be staggering 
They couldn’t help but be. I believe Congressman Andersen told 
me in 1934 in his territory he never pulled a binder out of the shed. 
That was about the one total loss we have had in my particular 
country. But it can happen again. That is why I keep insisting 
we must spread this risk more widely over the country. We have 
too many of our eggs in one basket. 

Mr. MarsHaty. The committee will stand adjourned until | 
o’clock tomorrow. 
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RURAL ELECTRIFICATION ADMINISTRATION 


WITNESSES 


KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL CREDIT SERVICES 

ANCHER NELSEN, ADMINISTRATOR, RURAL ELECTRIFICATION 
ADMINISTRATION 

FRED H. STRONG, DEPUTY ADMINISTRATOR, RURAL ELECTRIFI- 
CATION ADMINISTRATION 

J. K. OSHAUGHNESSY, ASSISTANT ADMINISTRATOR (TELEPHONE), 
RURAL ELECTRIFICATION ADMINISTRATION 

ROY G. ZOOK, ASSISTANT ADMINISTRATOR (ELECTRIC), RURAL 
ELECTRIFICATION ADMINISTRATION 

ROBERT T. BEALL, CHIEF, ADMINISTRATIVE DIVISION, RURAL 
ELECTRIFICATION ADMINISTRATION 

GEORGE P. HERZOG, BUDGET OFFICER, RURAL ELECTRIFICATION 
ADMINISTRATION 

ROBERT D. PARTRIDGE, PROGRAM ABALYST, RURAL ELECTRIFI- 
CATION ADMINISTRATION 

HERMAN D. PLAVNICK, ACTING ASSOCIATE SOLICITOR FOR 
AGRICULTURE CREDIT, OFFICE OF THE SOLICITOR 

CHARLES L. GRANT, DEPUTY DIRECTOR OF FINANCE, DEPART- 
MENT OF AGRICULTURE 


LoaN AUTHORIZATIONS 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


Authorization to expend from public debt receipts | $240, 500, 000 | $210, 000, 000 | $230, 000, 000 
Unobligated balance brought forward (authorization to 

expend from public debt receipts) 37, 011, 703 55, 154, 366 31, 254, 366 
Recovery of prior year obligations 7 19, 458, 763 | 6, 100, 000 | 4, 000, 000 





Total available for obligation 296, 970, 466 | 271, 254, 366 | 265, 254, 366 
Unobligated balance carried forward (authorization to expend | 
from public debt receipts) | —55, 154,366 | —31, 254, 366 —254, 366 





Obligations incurred | 241,816, 100 | 240, 000, 000 | 265, 000, 000 
| 


Obligations by activities 





Description 1954 actual | 1955 estimate | 1956 estimate 


1. Rural electrification ents _..| $167, 104, 100 | $165,000,000 | $185, 000, 000 
2. Rural telephone é eee ee 75, 000, 000 80, 000, 000 


Obligations incurred 241, 816,100 | 240, 000, 000 265, 000, 000 





Obligations by objects 
16 Investments and loans: 
$241, 816, 100 
240, 000, 000 
265, 000, 000 


58682—55—pt. 328 
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Analysis of expenditures 
one for June 30, 1954, are as certified under sec. 1311, Public Law = 

















EF 1954 actual a fi 1955 estimate | 1956 estima, 
| TL! 

Obligated balance brought forward (authorization to expend | 
from public debt reenipts) . 6.6 cis oc soe sce ce es and | $554, 265, 481 | $566, 654,160 | $590, 554, 19) 
Obligations incurred during the year___---..-.--...------ .----| 241,816,100 | 240, 000, 000 265, 000, 00) 
en ee ead een Pe ee etd 
| 796,081,581 | 806,654,160 | 855, 554, 19) 
Adjustment in obligations of prior years__-.-----........------ | —19, 458, 763 | —6, 100, 000 | —4, 000, 0 

Obligated balance carried forward Pree to expend | 

SRUGET FIRUEND Mets SUI Siew cna noues-cccaeceecense | 566, 654, 160 |—590, 554, 160 | | —626, 554. 16% 
Total expenditures...............------ op aaa 209, 968, 658 | 210, 000,000 | 225, o00. un 
Expenditures are distributed as follows: - he 
Out of current authorisations. .......<.......22.-0.- <2... } 209, 968, 658 { 10, 000, 000 | 10, 000, 009 
OGL OF priar RMLOTEEOES. on. oc ck ee , 200, 000,000 | 215, 000, 0 


SALARIES AND EXPENSES 


Amounts available for obligation 
(agnans for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual seseatimae 1956 estimate 


Appropriation or estimate ---..--......--.-------------- ard oF $7, 775, 000 $7, 285, 000 | $7, 680, 000 
Transferred, pursuant to Public Law 286, to— | | 
“Salaries and expenses, Bureau of Agricultural Eco- 














nomics’”’ J — 100, 500 
“Operating ‘and administrative expenses, Federal Crop | 
Insurance Corporation’’_____ ae —100, 000 |_- aD ole ie 
“Salaries and expenses, Office of ‘Information, Agricul- 
WOE ain ce cncnseup ab idnke noe eek tenner ensue ceca —9, 500 |-----------=+-| 
Adjusted appropriation or estimate. -.......-....----- 7, 565, 000 | 7, 285, 000 7, 680, 000 
Reimbursements from other accounts_._..............-.-.----! SD Wisk ts beeccocencinih teal . * 
Total available for obligation........................---| 7, 567, 841 7, 285, 000 | 7, 680, 000 
Unobligated balance, estimated savings. eetaeees caeenee MEU NEE Tu ccaakousietos |-- 
RII tn | 7,317,577 | 7, 285,000 | 7, 680, 000 
Comparative transfer to “Salaries and expenses, Federal | 
Extension Service’ slain aie Sails s+ Minin singh haan —11, 062 |-------------- big ah 
it I ie eens d ee 7,306,515 | 7, 285, 000 | 7, 680, 000 








Obligations by activities 
































| 
Description 1954 actual | 1955 estimate | 1956 estimate 

Direct Obligations | 

} \ 
1. Administration of rural electrification program. .._...--- ; $4, 505,355 | $4, 148, 945 $4, 148, 945 
2. Administration of rural telephone program. ---------.------ 2, 798, 319 | 3, 136, 055 3, 531, 055 
Waites EO HOMES. cnn enc ptconncusosecacc _...| 7,308,674 | —-7, 285, 000 7, 680, 000 

Obligations Payable Out of Reimbursements From Other pra 
Accounts 
1. Administration of rural electrification program. --.........-- a tes ae aes aiid 
2. Administration of rural telephone program._.-...........-..- Wire eee |-------------- 
Total obligations payable out of reimbursements from 

PE i doen siienssdccceptebdien thc * fh) RS een | ae =-* 
NN 2s id caaniemnbamebeaemanaed ena eaaths 7, 306, 515 7, 285, 000 7, 680, 000 
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Obligations by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 





Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions-.-- 
4yerage number of all employees- - - 

Number of employees at end of year- 


Average salaries and grades: 
General schedule grades: 
oe salary all $5, 865 | $5, 884 | $5, 893 
3- Gs- 9. l 


Personal service obligations: | 
Permanent positions __--_--- f | $5,905,822 | $5,900,505} $6,138, 351 
Positions other than permanent... as dadibide Se aice int 37, 932 | 46, 000 | 48. 750 
Regular pay in excess of 52-week base____- 22, 172 | 92. 495 | 23. 399 
Payment above basic rates....-.......-..---- 9, 039 | 11, 000 13, 500 


Total personal service obligations. ......._..-- : 5, 974, 965 5, 980, 000 2 


Direct Obligations 


| 

Personal services......-------- 4 eseet 5, 972, 124 5, 980, 000 6, 224, 000 
2 Travel 874, 287 | 868, 000 968, 000 
Transportation of things a adeteaiees 32, 241 | 31, 000 35, 500 
Communication services -_--_--_--- ; ; 114, 710 | 117, 500 121, 500 
Rents and utility services : ee 27, 045 | 28, 000 | 28, 000 
Printing and reproduction ieee 80, 557 | 90, 000 | 95, 000 
Other contractual services - - - - . 10, 094 , 500 50, 000 
Services performed by other agencies _. ss 96, 237 o 000 71, 500 
Supplies and materials pisbteadica with 37, 318 37, 000 39, 000 
Equipment-.-.--_....-- 53, 7: 40, 000 40, 000 
Refunds, awards, and indemnities: Aw ards for employee 
suggestions. -_..----.--- a Seishin See ; 2! 
Taxes and assessments_---- shal 5, 276 | 6, 700 | 7, 250 





Total direct obligations. __._.____- er 303, 674 7, 285, 000 | a 7, 680, 000 
Obligations Payable Out of Reimbursements From Other Accounts 


01 Personal services 











Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


! 
1954 actual | 1955 estims ate | 1956 estimate 


Obligated balance brought forward___............-..________. —_ 823 ee, Se | _ $557, 083 
Obligations incurred during the year se 317, 577 7, 285, 000 | 7, 680, 000 


400 7, 917, 083. 8, 237, 083 
Adjustment in obligations of prior years... __.____- 20, 422 
Reimbursements i 2, 841 
Obligated balance carried to certified claims account - , 807 
Obligated balance carried forward____- ; : 332, O83 — 557, 083 — 660, 083 


Total expenditures ga ; , 348, 7, 360, 000 + 577, ¢ 000 


Expenditures are distributed as follows: 
Out of current authorizations_.______- 5, 716, 75é 6, 727, 917 7, 019, 917 


“i 


Out of prior authorizations Staal i351, 492 632, 083 557, 083 





Mr. Wuitren. The committee will come to order. 

This afternoon, we have with us Mr. Ancher Nelsen. Administrator 
of the Rural Electrification Administration, as well as Mr. Kenneth 
L. Scott, Director, Agricultural Credit Services. 
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SUMMARY JUSTIFICATION DATA 


Mr. Wuirren. At this point, we shall insert in the record pagy 
198 through 200, 205, and 209 through 226 of the justification. 
(The pages referred to follow:) 










lectrificat 
ADI FOP 
the 


PurRpPosE STATEMENT Budget 


The Rural Electrification Administration was established by Executive Orde _ 


7037 of May 11, 1935, to make loans for the extension of central station electri: {ielephone 
service to unserved rural people. The agency was continued by the Rural Eee. “0h 
trification Act approved May 20, 1936, and became a part of the Department oj Budge 
Agriculture, effective July 1, 1939, under Reorganization Plan II. On Octobe 

28, 1949, the Rural Electrification Act was amended by Public Law 423, 8) 
Congress, to authorize REA to make loans for the purpose of furnishing anq 
improving rural telephone service. 

Loans for construction of electric and telephone facilities are self-liquidating 
within a period not to exceed 35 years, and bear interest at the rate of 2 percent, 
Loans to finance wiring installations and electrical and plumbing appliances and 
equipment are also made at 2 percent interest but for shorter periods. 

In the electrification program, the principal borrowers of this administratioy 
are cooperative associations formed solely for the purpose of making electricity 
available in rural areas. Borrowers are encouraged to plan area coverage pro- 
grams for the expeditious extension of central station service to remaining un. 
served farms and to plan overall operations and maintenance of facilities to 
serve the consumers most effectively and assure maximum security for the Goy- HRB: _ 
ernment’s loan. The accumulated experience and sound financial condition of oe 
a borrowers is fully utilized in developing and carrying out their operation 
plans. 

In the telephone program, loans are made to both private companies and cooper- 
atives. REA is following the policy of continuous cooperation with the industry 
in the extension of telephone service to rural areas. REA works with the tele- 
phone borrowers in developing sound construction and operating policies, and — 
with manufacturers in the development of efficient and economical telephone sae 
equipment specifically designed for rural needs. Practically no standards or — 
equipment specifically designed for rural telephone systems were in existence 
before REA initiated work in this field. In the interest of protecting loan security, 
considerable time and attention must be devoted to working directly with bor- 
rowers which, for the most part, have had little or no past experience in operating 
efficient up-to-date rural telephone systems. They are expected, however, to BRural 
assume responsibility for the operation of their systems. 

The Rural Electrification Administration has no field offices. Relations with ] 
the borrowers are maintained through offices in Washington and a staff of full- 
time field employees working directly with the borrowers. 

The Rural Electrification Administration on November 30, 1954, had 97! 
full-time employees, 773 of whom were in Washington departmental service and 
198 in the field service. 


Dec! 


'In add 
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tIn add 
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Authorization, | Budget esti- 
1955 mates, 1956 


Loan authorizations: 


6 icin innit aasndnins Rhone ithiinenseannktemceced 1 $135, 000, 000 1 $160, 000, 000 
Be EE ictin cn isicnb ddubaninh tage os0bncseseRPahonsnbosnense 75, 000, 000 70, 000, 000 
0 SEO DLA LA A TERA TR CETTE 210, 000, 000 230, 000, 000 
I ao ceo rnrtce nc cntierer tcc sess crretoscnenectess 7, 285, 000 7, 680, 000 





1 Excludes reserve authorization of $35 million. 





ation 
‘leity 
pro- 
; Un 
S to 
OV- 
n of 
ition 


per- 
Stry 
tele- 
and 
one 
: or 
nce 
ity, 
or- 
‘ing 

to 


‘ith 
ull- 


71 


1443 


Loan authorizations 


Loan authori- | Estimated loan 
zation requirements 


lectrification loans: 
Appropriation Act, 1955 (authorization to borrow from + Sonny of | 
the Treasury). ..---.------,--<---<---------------- ! $135, 000,000 | 2 $165, 000, 000 
Budget estimate, 1956 ...----| | 160,000,000 | 7 185, 000, 000 


Increase in loan authorization +25, 000, 000 _ +20, 000, 000 


elephone loans: 
Appropriation Act, 1955 (authorization to borrow from the pemaiery: 
of the Treasury) ‘ 75, 000, 000 2 75, 000, 000 
Budget estimate, 1956 70, 000, 000 ? 80, 000, 000 


Decrease in loan authorization _- — 5, 000, 000 | +5, 000, 000 


\In addition a reserve authorization of $35 million was provided in 1955 and the same amount is pro- 


ysed for 1956. 
?In addition to new loan authorizations, balances carried over from prior years are available to meet 


yan requirements, 


Project statement (on the basis of loan requirements) 


1956 
(estimated) 


-rojec 1955 nen 
Project 1954 (estimated) Increases 


oans 
Joan 


|. Rural electrification loans $167, 104, 100 $165, 000, 000 |+$20, 000,000 | $185, 000, 000 
2. Rural telephone loans - - - 74, 712, 000 75, 000, 000 +5 5, 000, 000 80, 000, 000 


Total loan requirements. --..........--- 241, 816, 100 240, 000, 000 +25, 000, 000 265, “000, 000 


Salaries and expenses 


Appropriation act, 1955, and base for 1956____._______--_-- $7, 285, 000 
sudget estimate, 1956 7, 680, 000 


Increase a SEibe Bat +395, 000 


Summary of increases, 1956 


tural telephone program: 
Increase for construction activities applicable to new loans___ +$138, 865 
Increase for loan security activities with respect to outstanding 
loans + 256, 135 
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Project statement 
































__——_|2 $$ 
| | 
Saas . 1955 (esti- | Increase or | 1956 (est 
Project | 1954 | mated) decrease mated 
1. Administration of rural electrification program: 
(a) Lending and construction activities, new 
ND tn ibitp aimed wsdacesae $1, 799, 862 | $1, 680, 230 | $1, 680, 2% 
(6) Loan security activities, outstanding loans 2, 705, 493 2, 468, 715 | 2.468 ns 
| | 
Total, administration of rural electrifica- | 
eee ae 4, 505, 355 | 4, 148, 945 | 4,148,9 
2. Administration of rural telephone program: ay 7 
(a) Lending activities, new loans. ----- eaekoueae 2308 004 | 1;306, Te Ls 1, 225, 2% 
(6) Construction activities, new loans__- 993, 149 1, 198, 896 | +$138, 865 | 1, 337, 76) 
(c) Loan security activities, outstanding loans 582, 416 711,433 | +256, 135 | 967, 5s 
Total, administration of rural telephone | a 
: program elteediies ‘ 2, 798, 319 3, 136, 055 7 000 3, 531, 
Unobligated balance _._._- 250, 264 
Total available or estimate 4, 553, 938 7, 285, 000° +395, oy . 7, 680,00 
Transfers to— ic 
“Salaries and expenses, Bureau of Agricultural 
Economics” +100, 500 
“Operating and administrative expenses, Federal | 
Crop Insurance Corporation’’. _- | +100, 000 | 
‘Salaries and expenses, Office of Information, Agri- 
culture”’ ; ; +9, 500 
Transfer in 1955 estimates to ‘Federal Extension Servy- 
BOE Socks detect ahed  seddaln debaceewaton +11, 062 ae 
Total appropriation or estimate. __..-...-- 7,775,000 | 7, 285, 000 








Status oF PROGRAM 





1954 ELECTRIFICATION PROGRAM 


During 1954, loans reached the highest level since 1951; 
struction activity continued at a high rate, and significant progress was made in 


the program for improving the security of outstanding loans. 


advances and con- 


The cost of ad- 


ministering the electrification program dropped by $1.2 million below the 1953 


figure, a reduction of over 20 percent. 
highlighted below. 


Lending and construction 


Program developments during 1954 are 


Loans and advances of loan funds.—In the fiscal year 1954, loans amounted to 


$167,104,100 and advances of loan funds, mainly from loans of prior years, were 
$181,528,532. Tables Nos. I and II present comparable figures year by year. 
Loans in 1954 were made for the following purposes: 


1954 loans 


Percentage 


Distribution lines 


nt 
of total | Amou 
— 


76.4 | $127, 727, 602 





New line construction (52.1)| (87, 060, 971 
Deficiencies in prior loans (1.4)| (2, 351,58 
System improvement (includes communication facilities) (22.9)| (38, 315, 0% 
Generation. | 11.1 | 18,498.40 
Transmission ba 7.6 | 12, 740,02 
Headquarter facilities, office buildings, warehouses, etc 3.7 | 6,104, 9 
Section 5 loans (consumer facilities) 1.2 | 2, 033, 00 
Total loans for year 100.0 167, 104, 10 
Rescissions of prior loans during year lad deed -|_ HI, 181, (0s 
Net increase during year in cumulative loan obligations __. | 155, 923, 0! 


| 


A total of 325 loans was made in 1954, as compared with 345 in 1958. The' 
will provide for the construction of approximately 36,144 miles of line to brit 
electric service to about 171,313 new consumers, for heavying up of existing sY* 
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ems, and for generation and transmission facilities. Applications on hand 
jropped from $193 million at the beginning of the year to $117 million at the end 
f the year. ‘ 

Unadvanced loan funds, which amounted to $467,783,285 on June 30, 1953, 
jeclined to $442,177,766 on June 30, 1954, a decrease of over $25 million. 

Consumers connected and construction progress.—In the 12 months ending June 
by) 1954, electricity was extended to 157,283 rural consumers through the con- 
struction of 44,187 miles of line. During the previous year, 182,514 consumers 
were connected through the construction of 60,970 miles of line. 

Loan rescissions.—Periodically, REA reviews the status of unadvanced lcan 
funds for all borrowers, as well as doing so each time a new loan is under consider- 
ation for a particular borrower. Loans are rescinded or transferred to other 
needed purposes where it is indicated that borrowers no longer need the remaining 
unadvanced funds for the purpose for which they were loaned. During the 
fiscal year 1953, $27.5 million in loans was rescinded and nearly $11.2 million in 
1954. It is estimated that rescissions during the fiseal vear 1955 will approximate 
$4.1 million. 

Loan security activities 

Loan repayments.—Cumulative principal and interest payments to June 30, 
1954, amounted to $338,884,697 and $177,303,205, respectively. As of that date, 
payments on principal made ahead of schedule amounted to approximately 
$69,002,448, while principal and interest payments overdue more than 30 days 
amounted to $379,880, or less than 0.1 percent of the amount due (overdue 
amount does not include interest and principal in the amount of $44,478 shown on 
he accounts as due on 2 loans which were foreclosed). The corresponding 
figures as of June 30, 1953, were: 


Payments: 
Principal _ _ _ ‘ : _ $279, 889, 098 
Interest - _ -- ! ht 151, 123, 323 
Repayments ahead of schedule : 56, 767, 853 
Payments overdue more than 30 days_-_-- 733, 450 
Interest and principal due on 2 foreclosures -_- - 44, 478 


Increased debt service.—To achieve a revenue-producing status, borrowers gen- 
rally need a 5-year period for construction and the development of loads on 
he lines. For that reason, most of them are granted a 5-year deferment of 
interest and principal payments on each loan after which interest and principal 
payments are scheduled in equal annual installments over the remaining 30 
years of the loan period. Since most borrowers have received several loans 
over a period of time, this means that their total period of debt repayments to 
REA is substantially greater than 35 years. This frequently means that their 
debt-service obligations will peak sometime during the midpart of their loan 
period. From 1948 to 1951, annual principal and interest due from borrowers 
increased from approximately $30 million to approximately $40 million. From 
1951 to 1954, annual principal and interest due increased to almost $70 million. 

Loan security problems.—Because of the situations outlined above, any analysis 
f loan security must go considerably beyond the position of the borrowers with 
respect to their current loan-repayment schedules. The debt service earned 
atio provides one measure that is useful in this regard. This is a ratio of the 
margin of revenue over expenses (including an allowance for replacements) to 
the maximum debt-service requirement on all advances whether payments on 
hem are due or not under the notes. This debt service earned ratio is most 
meaningful when assessed in terms of the weighted age of the borrower’s plant. 
That is, a system which has only recently put part of its plant in service is rarely 
in a position to earn full debt service, and should be judged on a different scale 
han a system which has operated most of its plant for a good many years. 

Determinations were made as to the minimum debt service earned ratio to be 
expected in terms of weighted age categories. For example, a borrower with a 
Weighted age of more than 6 years is expected to earn at least 100 percent of debt 
service; a borrower with a weighted age of from 61 to 72 months is expected to 
earn at least 80 percent, etc. On this basis, the debt service earned ratios of 201 
borrowers fell below expectations during the calendar year 1953, as compared 
With 192 during the calendar year 1952. 

Borrowers with debt service earned ratios below expectations, plus the relatively 
ew in default on payments, and a few others where loan security appears en- 
dangered for specific reasons, constitute the group toward which the loan security 
Program is directed. 
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During the fiscal year 1954, 306 borrowers were considered as loan-securiy 
problems at some time during the year. Plans for correcting these loan-securit; 
problems were developed with 142 of these borrowers, and it was possible 
remove 67 borrowers from the loan-security problem category. This left 2% 
borrowers at June 30, 1954, with loan-security problems. Over 200 of thee 
borrowers were so designated because of unsatisfactory debt service earned ratiy 
in terms of their weighted age. 


ret 
log 


Other program and organizational highlights 


Streamlined loan procedure.—During the fiscal year 1954 a simplified procedyy 
was introduced for the appraisal of loan applications from specified classes 9 
borrowers. Generally, a loan application may be appraised under the ney 
procedure when the applicant has a satisfactory debt service earned record, q 
adequate and well-maintained plant, and the amount requested does not exces 
either $500,000, or 20 percent of total advances to.the borrower. It is estimated 
that this procedure will apply to as many as 25 to 30 percent of the applications, 
and will save as much as 50 percent of appraisal time per application. 

Electric sales program.—Except in unusual circumstances, possible reductions 
in expenses are not of sufficient magnitude to solve loan security problems, and 
an increase in power sales is often the only practical answer. Also, increased 
usage of equipment besides resulting in an increase in power sales means a mor 
highly diversified load and an improved load factor, or greater kilowatt-houw 
sales per kilowatt of demand. 

During 1954, the groundwork was laid for an electric sales program designed 
to stimulate manufacturing and sales organizations to direct advertising and 
sales efforts to the potentially huge rural market. It is hoped that, with s 
minimum outlay of Federal funds, a hard-hitting program can be initiated and 
sustained ta promote the increased sale and beneficial use of electric power in 
rural areas, thus materially strengthening the financial condition of REA bor 
rowers. It is believed that utilizing the technical, advertising, and sales how-hov 
of the industry provides the only way that this job can be done with minimum 
cost to the Government. The major effort of REA in this regard will be in stim 
lating borrowers, borrower organizations, power companies, and manufacturing 
and sales concerns to get together and develop sales programs aimed at ruril 
areas. 

Regrouping of activities—In a reorganization effected September 1, 1953, all 
electric program activities were grouped under the assistant administrator for 
the electric program. Line responsibility for contacts with electric borrower 
has now been placed entirely in the area offices. The staff activities in the 
electric program, formerly carried on as part of the work of 6 divisions, has now 
been grouped in 2 divisions—the Electric Engineering Division and the Electric 
Operations and Loans Division. In the area offices, operations and loans work 
is now carried on in the same sections, so as to achieve a more integrated approach 
in both functions, more flexibility, and better utilization of personnel. 

Audit of borrowers’ records.—During 1954, REA discontinued the program of 
annual audits of borrowers’ accounting records. Such audits are now carried 
on by certified public accountants. The requirement for CPA audits was begun 
on a selective basis in fiscal 1948. By 1952, 261 borrowers were required to obtail 
CPA audits; this number rose to 634 in 1953, and, as indicated, the requirement 
was applied to all borrowers in the fiscal year 1954. 

Other program economies.—The economies cited above, plus elimination of 
mapping services, the REA correspondence accounting course, and transfer of 
other responsibilities to borrowers during the year resulted in savings of $1.2 
million below the cost of administering the electric program in 1953. 





































1955 electrification program 

REA’s primary responsibility is for safeguarding the Government’s securll! 
for nearly $3 billion in loans already made. Attention must also be given to tle 
extension of electric service to the remaining unserved areas, as well as to meetilit 
the needs for the ever-increasing use of power on existing systems. While meetiti 
these responsibilities further economies in the administration of the electric pr 
gram are anticipated. The cost of administering the electric program is expect 
to drop by about $356,000 below the 1954 level, and $1,570,000 below the 1953 
costs. 


Lending and construction 


Applications on hand and rate of receipt.—Electric applications on_ hand 
amounted to over $117 million on June 30, 1954. During the fiscal year 1954 $156 
million in new applications were received. Not all of these spplications make at 
immediate contribution to loan demand, of course, since many are withdrawn 
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returned to the field for reworking. Nevertheless, the figures indicate a heavy 
loan demand for 1955. 

Loans.—An estimated 8 percent of American farms were without central 
station electric service as of June 30, 1954. Applications for loans to provide 
service to these establishments involve increasing difficulties as the more sparsely 
settled sections are reached. Applications from the “thinner’’ areas require 


more detailed study of construction costs, probable revenues and operating costs. 
The problems of adequate and dependable power supply are great in sparsely 
settled areas where power sources are scarce and transmission distances are 


long. 
The need for electric loans is not limited to extension of electric service to 


remaining unserved rural people. Increasing attention must be given to the 
adequacy of the facilities bringing service to about 4 million rural consumers. 
As demand increases on the borrowers’ systems, they must increase their system 
capacities so as to be able to deliver the power required at acceptable voltages. 
This may involve installation of voltage regulators, new substations, rephasing, 
heavier conductor, poles, crossarms, and hardware. Complex lending and 
construction plans must be worked out to assure that these system improvements 
are carried on in an orderly and economical way, and to assure the existence of an 
adequate, dependable, and economical wholesale power supply. Of the 
$167,104,100 loaned in 1954, over $38 million was for system improvements and 
in addition over $31 million was for generation and transmission. 

REA expects to loan about $165 million during 1955, which will provide for 
about 30,000 miles of distribution line and the extension of service to about 
120,000 new consumers. Of the amounts to be loaned, an estimated $48 million 
will provide for additional generation and transmission capacity, and an esti- 
mated $45 million will be loaned for system improvements. 

Construction.—A bout 38,000 miles of distribution lines will be energized during 
1955, bringing service to an estimated 150,000 new consumers. It is estimated 
that 4,500 miles of transmission line will be energized, and 120,000 kilowatts of 
generating capacity installed. On June 30, 1954, loans had been made for about 
72,000 miles of line not yet energized; loans through that date would provide 
service to about 258,000 consumers not then connected. 

Advances.—Advances of loan funds are estimated at $160 million for the 
fiscal year 1955. With loans of $165 million and rescissions estimated at $4.1 
million, unadvaneed funds are expected to approximate $443 million on June 30, 
1955. The amount of unadvanced loans is substantial because of the considerable 
time which elapses between the making of a loan and the final advance of funds 
when construction is completed, particularly for generation and transmission 
facilities and system improvements. 


Loan security activities 

Cash repayments due from borrowers will increase sharply in fiscal year 1955 
and the years immediately thereafter. Interest and principal payments are 
usually deferred for the first 5 vears of a loan; therefore, cash repayments of record 
amounts loaned in recent years are only now becoming due. This is illustrated in 
the first column of table I. The amount of loans on which maximum debt service 
payments were due during the fiscal year 1954—all having run the 5-vear defer- 
ment on or before June 30, 1953—-would be about equivalent to the cumulative 
loans through fiscal 1948, just under $1.4 billion. From this $1.4 billion in 1954 
the figure increases to over $1.8 billion in 1955, to $2.2 billion in 1956, and to $2.7 
billion in 1959. Total payments of interest and principal due from horrowers are 
expected to inerease from about $70 million in 1954 to about $120 million in 1959. 
After that debt service requirements will gradually increase for a period of vears. 
Borrowers must develop to the point where they can meet these increasing debt 
service requirements. Primary efforts will be directed toward those borrowers, 
numbering 239 on June 30, 1954, who are considered to have loan security problem. 

Condition of physical facilities—The need for effective technical operations and 
maintenance practices will increase sharply in the years immediately ahead. 
Borrowers have been operating plants which were substantially new, and there- 
fore have required little maintenance to date. These plants often also had greater 
capacity than was currently required, ‘built in to meet future load growth. With 
the loads of many borrowers approaching system capacity, skillful operation of 
these systems will become far more important than it has been in the past. In 
the fiscal year 1955, about two-thirds of the borrowers’ systems will be over 5 
years old and many of these facilities are approaching 10 years of age. The 
soundness of the physical facilities is essential to security of the Government’s 
loan. If the farmers are to receive adequate service, and the Government loan 
to be repaid, these systems must be adequately operated and maintained. 
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As a loan security measure, REA field engineers conduct a brief survey of ea 
borrower’s physical plant to ascertain its condition, and to bring possible improve. 
ments to the attention of the borrrower. Poles constitute about one-fourth y 
borrowers investment in their total plant. REA is conducting a thorough sy. 
vey of its activities in the pole inspection and maintenance field, and plans ap 
underway to develop a more effective program with regard to this vital elemey; 
of property. Staff engineers will continue to develop information for borrower 
use in important aspects of technical operations and maintenance, such as pr. 
closer maintenance, sectionalizing, system protection, and substation operation, 
This information will be disseminated to borrowers through fieldmen, technica) 
training meetings, and other means. 

Organizational and operational soundness of borrowers.—Comprehensive man. 
agement plans are being developed with each of the 239 loan security problem 
borrowers, fitted to each particular situation. In developing such plans, the ep. 
tire range of borrower operations must be considered in an effort to place the 
borrowers on a sound basis. This includes evaluation of the borrower’s orgaii- 
zation, business operating procedures, techaical operations, wholesale power sup. 
ply, adequacy of rates, load growth, and all other factors having a bearing on the 
financial soundness of the borrowers. 

Increased borrower revenue.—To continue improvement in borrowers’ financial 
condition, greater emphasis is being placed on the electric sales program begun 
in 1954. The interest already demonstrated by manufacturing and sales organi- 
zations, REA borrowers, and other power suppliers indicates strong possibilities 
of achieving substantial results from this program with a moderate outlay of 
Government funds. 


Other program and organizational highlights 


Forecast of future loan needs and consumption growth.—The job ahead is becoming 
increasingly one of keeping the systems adequate to meet the ever increasing 
power demands. REA is conducting a thorough study during 1955 of the out- 
look for load growth of borrowers to determine power demand. This information 
will be assessed in terms of existing distribution plant and existing power supplies 
in the area. It will furnish a much better basis for forecasting future loan needs, 
and foreseeing impending power supply problems before they develop to the crisis 
stage. 

Power supply.—Inadequacy of wholesale power supply continues as a major 
problem in certain sections of the country. The solutions to these problems may 
involve new wholesale power contracts, integration of existing REA financed 
power facilities with other facilities in the area, or generation and transmission 
by REA borrowers. 

Nuclear power now appears as a definite possibility in the rural electrification 
field. REA has assigned personnel to keep apprised of developments in the 
nuclear power field, and to continue its efforts toward keeping abreast of the 
power supply situation in total. 

The cumulative figures presented in the following tables show the progress of 
the rural electrification program since its inception in May 1935: 


TaBLeE I.—Loans 





Totalnet | Milescon- | Consumers 

Date loans, all | structed (loan | served (loan 

purposes | estimate) estimate) 
June 30, 1936._.-__.___--- ut GERM LA eh | $13, 903, 412 | 13, 072 | 48, 997 
SURG Wes. tise ds RO eit Vines lice | 58, 936, 217 | 54, 407 | 193, 529 
Pe 2 lS idee ak teen ste ohh chaminy She 88, 172, 436 80, 951 282. 802 
IE... otk cau an gine ane neater een 227, 236, 949 209, 818 724, 999 
Sem es SEN Ee he PE ae Wid ae 268, 972, 949 | 251, 642 | 854, 828 
June 30, 1941... ._....-...--- Hobs 42d huys Ses Lcs UC | 369, 027, 621 | 356, 053 | 1, 171, 867 
June 30, 1942._--____- ialardie® sure hinkt skies iy, Giale Waeiidee | 460, 180, 345 | 409, 490 | 1, 345, 107 
ra ee lie dai Ge Slidell Moe Puli eT: 466, 881, 323 414, 287 | 1, 358, 114 
POO ey Bere a ee 498, 811, 447 | 448, 889 | 1, 438, 567 
SUNOS, BOUR. 5 2oc5i5 cs ice ede eas ela | 824, 542, 502 | 471, 351 | 1, 495, 233 
SIE, cahetcmmithncunkingsiniaisa thie aes _.-| 813, 914, 990 | 672, 667 | 2, 080, 167 
MUI TO os oe tee ton nema cami nnn dav uns kineucent ine en Oe 811, 019 2, 484, 503 
POPU Cobh Pata esate saeetnlocttctndabayep | 1,381, 459, 261 931, 467 | 2, 847, 991 
PenOe Oe os. sist iui 2. ibheas. wie ui ee 1, 097, 705 | 3, 352, 603 
IE Pe tly ned 45 apnch- anes < 0h- eg ao aenarharanas | 2,205, 470, 314 | 1, 214, 702 | 3, 688, 969 
PONT ris: laden. cor Ona cuacna<<p are case oat 2, 427, 204, 114 1, 286, 127 | 3, 896, 824 
ic ge WR eee a------------| 2,502, 620, 925 | 1, 317. 279 | 4, 034, 334 
June 90,00 io LT poo sie ae. | 2, 730, 009, 085 | 1, 351, 297 | 4, 195, 732 
PO BR ie hagas tds ant pore sagan gis etnapaice® | 2. 885. 932, 099 | 1, 387, 441 4, 367, 045 
ee eR re eT | 3,046, 832, 099 1, 417, 441 4, 487, 045 
TEE WH; Tae GO) gn cot cc at Aen et dee | 3,227, 832, 099 1, 451, 441 4, 621, 045 

| 
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TABLE I[].—Construction 


Total kilowatt- 
hours billed 
(annual) 


Funds ad- Miles en- Consumers 
vanced | ergized connected 


June 30, 1936- - -- --- see . naw $823, 262 400 693 () 

June 30, 1937 aih> ; 4 11, 864, 836 8, 000 19, 611 (4) 

June 30, 1938-.------ book = 60, 040, 810 41, 736 104, 528 (‘) 

June 30, 1939. - Send aegil .--| 122,387,824 | 115, 230 268, 000 (?) 

June 30, 1940 Jagbosaed nds | 221, 287, 287 232, 978 549, 604 311, 479, 000 
June 30, lt ~ oid ; 206, 395, 142 307, 769 779, 561 566, 422, 777 
June 30, 1942 aa Ra 354, 616,010 | 369, 129 | 981, 193 893, 461, 286 
June 30, 194: aaa 369, 152, 582 381, 747 , 041, 821 460, 460, 571 
June ¢ ¢ wil ‘ dobeiammetll 387, 630, 670 397, 861 , 152, 031 791, 607, 706 
June é beuieed i ne f 427, 366, 738 424, 072 , 287, 347 , 066, 121, 706 
June ¢ ) . -- . | 514, 619, 844 474, 837 1, 549, 057 , 185, 149, 697 
June ¢ Pacesacses pattala inna 704, 705, 701 | 546, 781 1, 843, 351 861, 024, 042 
June < Reva . 950, 941, 658 | 666, 156 2, 263, 869 , 016, 273, 673 
June 30, 1949- -- : woke 1, 272, 228, 526 839, 685 2, 178, 180 . 474, 001, 598 
ck, en a ‘ 1, 558, 887, 178 , 018, 336 3, 251, 787 , 973, 694, 936 
June 30, 1951. --- - ; pitta 1, 827, 017, 836 | , 134, 498 3, 547, 323 737, 816, 038 
June 30, 1952. - - -- : .| 2,054, 591, 865 , 210, 473 3, 769, 426 10. 603, 286, 075 
June 30, 1953...-..--- . Ki acefha 2, 262, 225, 801 , 271, 443 3, 951, 940 12, 560, 298, 086 
June 30, 1954. - font ‘ 2, 443, 754, 333 | , 315, 630 4, 109, 223 14, 947, 103, 217 
June 30, 1955 (estimated) -- 2, 603, 754, 333 , 353, 630 4, 259, 223 15, 700, 000, 000 
June 30, 1956 (estimated) -__-_-__- bs 2, 763, 754, 333 , 387, 630 4, 394, 223 17, 000, 000, 000 


FSA 909999 


* 


1 Not available. 


1954 telephone program 

During the fiscal year 1954, lending and construction activities proceeded at 
record levels. The amounts loaned, lines completed, and subseribers served during 
1954 were the highest for any year in the program to date. Meanwhile, progress 
wes made in the loan security field, and organizational and procedural improve- 
ments were placed in effect. The major schievements during the vear are high- 
lighted below. 

Lending activities 

Loans.—During 1954, 150 loans amounting to $74,712,000 were made, including 
loans to 60 new borrowers. This amount is about two-thirds of the tects] amount 
loaned in the first 4 years of the program. Net loans to date now emourt to 
$184,578,542, and will provide new or improved service to an estimated 410,000 
rural subseribers, on an estimated 125,000 miles of line. 

Applications.—Applications continued to come in at a high rate during the 
year; 148 applications in the amount of $67,816,016 were received. These were 

eddition to slightly over $112 million in applications on hand at the beginning 
of the fiscal year. 

Construction activities 

onstruction progress.— During the year, 16,996 miles of new line were completed 
sl 1,167 miles of existing line rebuilt, ‘for a total of 18,163 miles completed. 
On June 30, 1954, contracts and force account proposals had been epproved for 
construction of over 21,000 additional miles. The 18,163 miles completed during 
1954 compares with 8,378 miles completed in the first 4 years of the program. 
The construction completed during 1954 brought new service to e.bout 34,000 rural 
subscribers, 2nd improved the service of an additional 26,000 subscribers. 

Advance of funds.—Funds advanced during 1954 amounted to $28,440,126, an 
increase of 20 percent over the 1953 rate. Totel advances thrcugh 1954 amounted 
to $60,102,148, and advances were 2uthorized for over $64 million in addition. 
The consolidation of the requisition and expenditure reports during the fise] year 
1954 materially reduced the ameunt of paper work involved, and expedited the 
processing of requisitions. , 

Expedition of construction.—Private engineering firms available to provide 
services to rural telephone systems by contract were largely nonexistent prior to 
the advent of the REA telephone program. Many delays and difficulties in 
borrowers’ construction stem from this fact. Consequently, REA continued its 
efforts during 1954 toward stimulating interest on the part of engineering firms 
to enter the rural telephone field. Various training sessions and meetings were 
held during the fiscal year, attended by REA, borrower and engineering firm 
personnel to acquaint all concerned with REA policies and requirements, and to be 
sure that engineering firms were fully informed as to what was expected of them. 
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These efforts, coupled with increased experience, led to considerable improv 
ment in the quality of the work of the engineering firms this past year. Othe 
factors have also contributed to the increased pace of construction—the standar. 
zation work of REA staff engineers, and the growing realization on the part y 
the equipment manufacturers that rural telephone systems constitute a sizah) 
market. Until recently, manufacturers were quoting delivery of central offi« 
equipment in about 1 year, and were actually running closer to 18 months, By 
the end of fiscal year 1954, quotations were down to about 8 montks. 

The revision of the preloan procedure, as discussed below, should expedit, 
construction in 1955 and later years. In connection with this revision, a complete 
review of all engineering instructions was undertaken during the year. Many 
requirements were eliminated, and others simplified. This, too, should consider. 
ably expedite construction in 1955. gret 

The Telephone Engineering and Construction Manual, containing technical Hibecei 
information and instructions for the guidance and instruction of REA and bor. ork 
rower personnel, was revised and expanded. 

New developments in design and construction.—One of the most promising 
possibilities for rendering more economical telephone service to sparsely settled 
areas involves the use of subscriber carrier. One modification of this technique, 
which grew out of a research contract let in a prior year, would provide for three 
carrier channels on a physical conductor. These channels would be at different 
frequencies, and would accomodate up to eight parties each. This provides a 
great possibility for savings on conductor in reaching isolated groups of sub- 
scribers, especially so since it can be combined with a radio-telephone link. Mth 
REA has financed two test installations at small cost, and the results have been N 
very encouraging; one loan has already been made based substantially on sub- ea 
scriber carrier, and the outlook is good for increased utilization in 1955 of this 
development. he 

Also related to the problem of reaching isolated groups of subscribers is the 
matter of the investment in small central offices. Many such groups can best be 
served through a small automatic central office located in their area. The problem he 
is that there is a practical minimum cost on such equipment as now designed of Ip 
roughly $10,000. Equipment with capacity to serve as few as 10 subscribers Jjjres 
would probably cost about that, while equipment to serve 50 subscribers would BP 
cost very little more. This means that the cost per subscriber on a small unit is Jp" 
prohibitive. Two manufacturers have begun development along lines which, \¢ 
it is hoped, will yield a smaller board at a proportionally smaller price. If success- th 
ful, this would mean that many isolated groups of subscribers would receive good 0 
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service at a much smaller cost than is presently possible. co 
Telephone cables on poles until now have not been self-supporting, but were f 
lashed to a steel cable called the messenger strand. REA encouraged manv- th 


facturers to undertake development of a self-supporting cable, eliminating the be 
messenger strand, which will result in a considerable savings in material and 
labor costs. fr 


Loan security activities 


Loan repayments.—As of June 30, 1954, total amounts due from borrowers | 
amounted to $1,584,222 and as of that date $1,208,139 had been repaid. Advance C 
payments amounted to $6,862 and $376,083 was overdue more than 30 days. ; 
Among the factors accounting for this overdue amount was the fact that the { 
deferment period formerly accorded to telephone borrowers was only 2 years. g 
Furthermore, the entire amount of the loan was immediately placed under note a 
when the loan was executed, instead of being placed under note periodically, 
as the funds were needed. Construction delays, especially the long delays in 
delivery of central office equipment, therefore produced a situation wherein 
borrowers were billed before their systems were completed. The deferment 
period was extended to 3 years, and amounts are now placed under note to cover 
only cash needs during the ensuing 6 months or so, which should materially 
improve this situation. » Further activities with regard to these borrowers are 
discussed below. | 

Borrowers in operation.—The bulk of telephone borrowers face operating | 
problems immediately after the loan is made, since they are either operating 
existing facilities or they acquire facilities quite soon after the loan. In addition, 
groundwork must be laid to provide an adequate operating staff for the system 
to be developed with the loan which may involve existing, acquired, or new 
facilities, or a combination of the three. Operations work was carried on with 
279 borrowers during the fiscal year 1954, as compared with 219 the year before. 
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he number of borrowers who had cut over REA-financed facilities rose from 42 
_ June 30, 19538, to 95 on June 30, 1954. 

Attention to loan security problems.—Attention was devoted during the year to 
rograms to improve the loan security position of telephone borrowers in general. 
rhe new loan procedures, discussed more fully below, will provide for much 
ore accurate data on which to base operations planning, set rates, estimate toll 
evenues, etc. The Telephone Operations Manual was expanded and improved. 
Jorrowers Were encouraged to take the initiative in organizing operations training 
essions, With minimum advisory assistance from REA specialists. 

REA personnel also worked with individual borrowers who are in financial 
ficulties, covering some of their more critical operations problems such as 
ates, office procedures, personnel, operations budgeting, etc. In some cases, 
2EA advised borrowers in the negotiation of more favorable connecting company 
wwreements, Whereby the borrowers were enabled to retain more of their toll 
eceipts and pay less for such things as operator assistance service. REA also 
vorked with borrowers in planning the publication of directories, so that the 
orrowers could retain the bulk of the advertising revenue. This is, from REA’s 
riewpoint, & “one-time” operation. When once carried out, the job does not have to 
ye repeated. Nonetheless, directory publication will continue to pay off in 
mproved borrower financial condition over the years. Beyond cutting costs, 
yrrowers are encouraged to extend service as rapidly as possible, thus realizing 
heir full revenue potential. Work with individual borrowers is carried out on a 
highly selective basis of need. 


ther program and organizational highlights 

New preloan procedure.—The preloan procedure was revised late in the fiscal 
ear 1954. The area coverage survey and area coverage design must both now 
e completed by the borrower’s engineer before the loan is made. Previously, 
the survey had been performed by the applicant before the loan, and the design 
vas prepared by the engineer after loan approval, but before the first advance 
f funds. The survey, not being professionally prepared, often had serious 
hortcomings. The system design would often result in higher costs than those 
pon which the loan amount, planned rates, and feasibility had been based. The 
result was considerable delay, uncertainty, and costly duplication of effort, which 
it is believed will be corrected under the new procedure. It will provide for a 
rofessionally conducted area coverage survey, to provide sounder basic informa- 
ion upon which to base design, specifications, costs, rates, and feasibility. Since 
the survey and design are completed before the loan is made, the time required 
or completion of construction will be shortened. The borrower’s overall pre- 
construction costs will be reduced, since duplication of effort in the preparation 
f the area coverage survey and area coverage design will be eliminated. From 
the loan security standpoint, the new procedure will provide a much sounder 
basis for making the feasibility determination. 

Relations with the telephone industry.—REA and its borrowers have close and 
friendly relations with the Bell companies and the larger independents operating 
inrural areas. Agreements must be made with neighboring companies regarding 
tolls, operator assistance, extended area service, service areas, etc. Unless such 
agreements can be favorably worked out, release of funds may be held up and 
construction delayed. During the past year, REA developed with some of the 
Bell companies and the larger independents mutually acceptable standard con- 
tracts covering tolls, operator assistance, and extended area service. This should 
greatly expedite the completion of construction for borrowers operating in the 
areas covered by these standard contracts. 

A generally more favorable attitude on the part of the larger independents is 
also evidenced by the fact that they are showing more interest in REA financing. 
Many of these companies have a large funded debt, which makes it difficult to 
loan to them because of the 40-percent limitation on refinancing in the Rural 
Electrification Act and the requirement for a first mortgage. Recently, however, 
some of these companies have formed debt-free subsidiaries, covering rural terri- 
tory, to qualify for loans under the act. This development encourages existing 
companies to do the job. It brings qualified, experienced organizations, with the 
nucleus of a system for serving an area, into the program. This arrangement 
also makes it possible to retain a high percentage of existing plant and to use REA 
loan funds to the maximum for new construction, rather than for refinancing 
and acquisitions. 

Reorganization and program economies.—During the fiscal year 1954, telephone 
program activities which had previously been carried out in 7 divisions were 
Srouped into 2 divisions under an Assistant Administrator for the Telephone 
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Program. All telephone borrowers who have completed major construction g» 
required to have their operating records audited annually by CPA’s. Throng 


hey ¢: 
ttentl 


economies such as these, coupled with increased REA and borrower experieny fim! ad\ 
it was possible to carry on a greatly expanded program with a far less than py, perat 
portionate increase in staff. The 


ural t 
1955 TELEPHONE PROGRAM 
Lending activities 
Loans.—It is expected that loans will total about $75 million for the fiscal yey 
1955, substantially the same as that achieved in 1954. It is estimated that they 
loans will provide for extending service to about 85,000 presently unserved run 
people, and improving the service of about 73,000 existing subscribers throug 
the improvement of about 2,000 miles of line and construction of about 48,00) 
miles of new line. Cumulative loans through 1955 will provide new or improve 
service to about 569,000 subscribers. 


Construction activities 





et loan 


Construction completed and subscribers served.—Construction activity yi) Heme 
sharply increase above the high 1954 level. It is estimated that 70 borrower (mp "S 
will cut over their exchangss in 1955, bringing total exchange cutovers to 165; tha Mil 


29,000 miles of new lines will be built, bringing the cumulative total to 54.0% : 
miles of new line; that 2,500 miles of line will be rebuilt, bringing the total to 4,0) : - 
miles; and that 49,000 subscribers will get new service and 40,000 will get improved sub 


service during the year. It is estimated that by the end of 1955, about 174,0H to 


rural subscribers will have received new or improved service through run 7 
telephone loans. onstru 

Advance of funds.—Advances are estimated at $50 million in 1955, near) Mil 
double the 1954 rate. Mil 

Expedition of construction and new ares ore requirement for comple. lit 
tion of the area coverage design prior to the granting of a loan should speed y Sub 
the construction rate in 1955. The benefits of the thorough revision of engineering New 
procedures undertaken late in 1954 will also be realized in 1955. © 


It is anticipated that during 1955 manufacturers will begin shelf stocking of 
components for REA-financed central offices. Manufacturers are steadily 
gaining more knowledge of the basic types of equipment needed and are becoming 
impressed with the fact that rural telephone systems constitute a sizable market. 
Shelf stocking of basic components, when it comes, will mean a much shortened 
delivery period—perhaps as short as 3 months—compared to as long as 18 months 
in the past. 

During 1955 private manufacturers will be encouraged to develop and manv- 
facture self-supporting cable, economical small central offices, and various com- 
ponents necessary to adapt subscriber carrier to electric power lines—coupling 
capacitors, cables, etc. System components already developed for subscriber 
carriers on telephone lines are expected to increase the use of subscriber carrier 
using telephone lines as transmission media in the design and construction of 
telephone facilities in 1955. 


Loan security activities 


Debt service payments.—The number of borrowers receiving advances Wil 
increase from 186 in 1954 to an estimated 260 in 1955. The cumulative amounts 
advanced will rise to about $110 million by the end of the year, and the cumulative 
amounts due will rise from $1.6 million on June 30, 1954, to about $2.6 million o 
June 30, 1955. 

Work with borrowers.—The number of borrowers with REA-financed facilitie 
cut over will rise from 95 on June 30, 1954, to an estimated 165 on June 30, 1955. 
The total number of borrowers, all requiring some loan security work, will rx 
from 279 on June 30, 1954, to an estimated 375 a year later. Many of thes 
borrowers have not yet achieved financial stability, they lack experience in the 
telephone field or with the operation of modern telephone equipment, and have 
difficulty due to location and revenue potential, in securing the best managerial 
talent. The amount and nature of these problems were not fully anticipated 
by REA in previous years. As a consequence, the staff available has been unable 
to devote as much attention to these problems as needed in the interest of loa 
security. REA will work with borrowers to enable them to secure and develop 
the best management available. Borrowers will be encouraged to cooperate 
setting up group training sessions, for which REA will furnish training aids an¢ 
specialized advice. Although the possibilities for increased revenue are not % 
great as in the electric program, borrowers will be advised on means by whit! 
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hey can quickly develop toward their maximum revenue point. Concentrated 
ttention will be devoted to those borrowers which are delinquent or experiencing 
n adverse trend to enable them to realize the maximum economies in their 
perations. ; 

The cumulative figures presented in the following table show the progress of the 
ural telephone program since its inception in October 1949: 


TABLE III 


End of fiscal year 





Estimate 





195 195 | 1953 1954 1955 1956 
| | 


t loans. _--- '$41, 255, 000 |$82, 260, 718 | $118, 144, 218 | $184, 578, 542 257, 578, 542 |$337, 578 
rumber of borrowers... - | 113 190 219 279 375 § 
dvances. mtanocbe 155, 868 7, 797, 217 31, 662, 021 60, 102, 148 110, 102, 148 | 175, 102, 

yan estimate: | | } | 
Miles of pole line to | 
be improved_- | 4, 741 6, 471 7, 401 8, 098 10, 000 13, 
Miles of pole line to | 
be constructed 36, 547 66, 092 80, 936 | 117, 478 166, 000 
Subscribers service | 
to be improved_ 75, 275 | 115, 219 | 139, 773 191, 012 264, 000 
New subscribers to | 
be connected 80, 541 135, 831 162, 824 219, 645 305, 000 
onstruction: | 
Miles of pole line | 
improved crates dex : 331 1, 498 4, 000 
Miles of new pole 
line constructed | - bs 8, 047 25, 043 54, 000 
Subscribers service | | 
improved seemed , 412 12, 222 38, 000 78, 000 
New subscribers | 
connected_..___-- wasaasaeaut : 12, 507 | 47, 000 96, 000 


Mr. Wurrren. We notice the absence of Mr. Blackburn, in whom 
his committee had a great deal of confidence. We regretted to learn 
pf his untimely passing. He rendered a very special service to the 

epartment of Agriculture as well as to this committee. 
a would be glad to have your general statement at this time, 
r. Scott. 


STATEMENT OF DrrEcTOR OF AGRICULTURAL CREDIT SERVICES 


Mr. Scorr. The rural electrification and rural telephone programs 
bf the Rural Electrification Administration are contributing greatly 
0 the advancement of rural America. They are major programs of 
he Department of Agriculture and of gr eat importance to the pro- 
luctivity and welfare of the American farmer. We are keenly 
nterested in having sufficient budgetary resources available to con- 
inue the full effectiveness of these | programs during fiscal year 1956. 


ELECTRIFICATION PROGRAM 


Remaining unelectrified farms in the country are less than 10 per- 
ent. Extension of service to as many of these remaining farms as 

feasible represents only a small part of the loan needs in the years 
mmediately ahead. There is a sharply increasing need for loans to 
Mprove existing borrowers’ systems so that they can adequately 
leliver the power required to meet the heavily increasing demands 
mall farms. During this past calendar year energy sales were up 
0 16.5 billion kilowatt-hours —an increase of 2.8 billion kilowatt-hours 
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over the previous year. This increase alone is more power thian 
the REA borrowers sold in 1946. In some areas of limited povs 
supplies or high-cost power REA borrowers will also require loans, 
generate more of their own power to meet the heavier farm loads, 
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TELEPHONE PROGRAM 


Through December 31, 1954, rural telephone loans have been may 
to provide improved service for 216,000 present subscribers and serviy 
for the first time to 241,000 additional farms and other rural establis). 
ments. Though continuous progress is being made, more than hy! 
of the farmers of this country are still without telephone service ay 
much of what does exist is still of very poor quality. It is vitally 
important to the farmers of the country that sufficient funds ap 
available in 1956 for rural telephone loans. The budget estimate fy 
telephone loan funds, coupled with continued effort of the Departmen 
to encourage and stimulate private industry to extend and improw 
telephone service in rural areas, will provide for continuation of th 
program on a sound and feasible basis. 

The Administrator of the Rural Electrification Administration 
Mr. Ancher Nelsen, is here to discuss the REA programs and the 195 
budget request with you. 

Mr. Wuirren. Mr. Nelsen, I believe you have a general statement 
too. We would be glad to have that at this time. 
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STATEMENT OF THE ADMINISTRATOR, REA 
) 


Mr. Neusen. Before presenting the general statement, I would like 


to avail myself of the opportunity to express our thanks to this con: r 
mittee as well as the previous committees with which we have dealt, ste 
and also the previous administration of the REA. We have enjoye aad 


the friendship and help and support of both sides of the political 
fence. We have tried to be responsive in the same manner and deal 
with them on the basis of producing the best results for the program 
and for the farmers. 

Since becoming Administrator of REA nearly 2 years ago, I hav 
tried with the aid of the people on the REA staff to shape a strong 
action program to handle the jobs for which our agency is responsible. 
We think that that program is working effectively, and we are asking 
funds in the 1956 budget to continue along the same lines. 

The following, in broad terms, are our objectives: 
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GENERAL PROGRAM 


First, we will carry forward aggressively the job of getting electricity 
and telephone service to rural people still unserved. 

Second, we must be sure that adequate and dependable service § 
maintained through heavying-up borrower facilities and providils 
for generation as necessary and justified. 

Third, borrower self-reliance and financial soundness must 
developed as a means of serving farmers better and protecting tht 
Government’s investment. 


Service 
ablish. 
in half 
ce and 
Vv italy 
ds are 
ate for 


ment, 


ld like 
3 COM: 
dealt, 
joyed 
litical 
| deal 


gral 


have 
strong 
isible, 
isking 


1455 
ELECTRIFICATION LOANS 


This statement will go into some of these points. First, we will 
ke up the needs for the electrification loans. 

We have been meeting fully the loan needs of the more than 1,000 
ral electric cooperatives and other borrowers, and we will continue 
do that. 

During the last fiscal year, we made $167 million in rural electric 
ins. That was more than in either of the 2 preceding years. Loans 
r this fiscal year will continue at about the same le vel to bring the 
tal loans made so far in the program to over $3 billion. 


ACCELERATED LOAN PROGRAM 


One of the main ways in which we have done this is by speeding 
) our handling of loan applications. We have adopted a fast, hard- 
tting type of organization and we have cut the loan process down to 
minimum for those borrowers which are well established and have 
od operating records. Applications under the simplified procedure 
e being processed in about 50 percent of the time formerly required. 
bout one-third of the present applications are in this category, and 
e are currently working on further improvements which may raise 
is percentage as high as 45 percent. This has helped to cut down the 
ucklog of loan applications to just about half of what it was 2 years 
vo. To my knowledge, we have not turned down or delayed a single 
an application that was complete and feasible. 

For fiscal year 1956, under our revised loan procedures, we anticipate 
raking electric loans in the amount of $185 million to meet the needs 
{ the borrowers. ‘This involves financing for new connections, for 
stem improvements, and for adequate and dependable power. To 
neet this need, we are asking a new loan authorization of $160 million. 
he remaining $25 million will come from prior year loan authoriza- 
ions. 

STATE ALLOTMENT LOAN FORMULA 


It should be pointed out that this estimate for new loan authoriza- 
ion is dependent upon the outcome of congressional action with regard 
0 the State allotment provisions in the Rural Electrification Act. On 
he basis of experience in recent years, it has been recommended to 
he Congress that the State allotment provision of the Rural Electri- 
cation Act be repealed. 

lhe reason for this recommendation requires an examination of the 
tate allotment provisions of the act. 

he formula (pars. c, d, and e of sec. 3, title I) provides that: 

(1) One-half of each year’s new funds for electric loans shall be allotted for 
oan use among the States in the proportion which the number of unelectrified 
arms in the State bears to the number of unelectrified farms in the whole country. 
Hach State’s allotted funds are in effect reserved for applicants from that State 
or a period of 1 year. 

(2) Of the remaining one- half of each year’s new funds, not more than 10 per- 
ent may be loaned in any one State during the year. 

(3) Of funds carried over from previous years, not more than 10 percent may 

- loaned in any one State. 


58682—55—pt. 3——29 
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LOAN FORMULA DIFFICULT TO APPLY 


In the early days of the REA program, this formula served a y 
useful purpose in making certain that the new electric lines finay 
by REA were built where the need was the greatest. The numbe 
unelectrified farms served as an excellent barometer to indicate why 
this need was. Today, that same barometer tends to indicate jam [a 
the opposite. Almost every State is at or above 90 percent in fgimpn F 
electrification. The requirement for loan funds is greatest in thglikilov 
States where improvements are needed in systems already built gif en 
in those that need new or additional sources of power. 

In other words, the need for funds in the various States can Molla 
longer be measured accurately on the basis of farms without electricig 

Our experience during the current fiscal year illustrates the probla 
we have of meeting borrower needs under the State allotment provisi 
of the act. In the State of Colorado, we have three areas that inv 
difficult power supply situations. Those people are going to need som? 


rather large loans for generation and transmission. Nesp 
If these loans are to be processed by June 30, 1955, under me D 
limitations of the State allotment formula, total funds available igjpe2! 


year would have to be increased to over $460 million. This woj 
require a supplemental loan authorization of $240 million and woi 
result in a carryover of nearly $300 million into the fiscal year 19gqgpm0! 
This illustrates the difficulties we get into under the formula sgmmtha! 
shows why we are recommending its elimination. thr 


IMPROVEMENT OF POWER SUPPLY 


Provided with the necessary funds as requested in the budget, I 
confident that we can continue to make good progress in improviigmm telé 
the supply of electric power in rural areas. 

We have already made a number of important steps in this directioij PT 
We have made generation and transmission loans where this woul 
mean better and cheaper service for the farmer and we have encourage the 
integration and interconnection with other power suppliers where (hig °V' 
approach has been advantageous. 

I believe that the REA authority to make G—T loans is importa 
to farmers. It must be preserved. To keep it, we must us | 
wisely, and that is our aim. We approved G—T loans in fiscal veil 
1954 in the amount of more than $31 million. This was nearly 
fifth of all the loans approved during the year, which is slight) 
higher than the long-term trend in such loans. 

I might call the committee’s attention to our experience with sel 
generation. Some of our distribution cooperatives associated wil 
G-T borrowers are experiencing power rates which they feel ' 
excessive. Some have asked us about the possibility of new arrang 
ments to help them out. 

We are being extremely cautious in our studies of generation appl 
cations. We are asking that consideration be given to integration all 
interconnection of facilities, and arrangements of this sort were actutll 
worked out during the past year in three States: Kentucky, Iowa, atl 
New Mexico. In one case, the co-op saved about $3 million in trats 
mission lines. 
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LOWER POWER COST 




















ed ang In all of these matters, our approach is to think about what is best 
3 finaylfor the farmer and will bring him the lowest cost power on a basis of 
\Umbeflmoan security and economic feasibility. It is a firm policy to make 
ate whlbur decisions on that basis. 










[am glad to report that the cost of power to the residential consumer 
n REA-financed lines was down to an average of 3.06 cents per 
ilowatt-hour from 3.22 cents in 1953. At the same time, the sale 
pf energy on the systems climbed sharply. In other words, the farmer 
erved by REA-financed systems is getting more for his electric 
lollar today than ever before. 
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TELEPHONE LOANS 









In the telephone program, we have proceeded diligently to speed 
p operations, and have made what we consider excellent progress, 
Hespite the difficulty in obtaining qualified personnel. 

During the 1954 fiscal year we made $74 million in telephone loans, 
early twice as much as were made during the preceding year. In the 
same year, REA’s telephone borrowers completed more cutovers to 
odern dial service, built more miles of new lines, and connected 
more subscribers than during the 4 previous years combined. More 
han 100,000 rural homes now have received new or improved service 
hrough the program. 
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NEED FOR TELEPHONE PROGRAM 





Even though good progress is being made, a big job remains in the 
telephone program. More than 50 percent of our farms still lack 
telephone service, and we plan to carry on an aggressive and effective 
program to meet the need. 

The new loan authorization of $70 million requested for 1956 is less 
than that provided for this fiscal year because of an estimated carry- 
over of unused loan funds into the fiscal year of about $10 million. 
The funds requested would provide for $80 million in loans for 1956. 
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COOPERATION WITH INDUSTRY 









REA has made good progress in establishing interindustry coopera- 
tion that has been helpful to the telephone program. Rural telephone 
systems particularly require a type of cooperation that will enable 
them to make use of facilities for communicating with trade centers 
and toll facilities for communicating with other parts of the country. 
By working to create an atmosphere of cooperation, it has been 
possible to obtain more favorable arrangements for such connections. 

At the same time, REA has endeavored to continue to bring facts 
about the rural telephone program to the independent companies 
serving rural areas. Small rural telephone companies and cooperatives 
have wrestled with the problem of adequate financing for many years. 
In order to provide adequate service to farmers and other people, 
they must be adequately financed and effectively managed. REA, 
with the help of a group consultants representing every segment of 
the rural telephone industry, has stepped up its effort to bring infor- 
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mation about the program to these companies in an effort to |y 


outst 
advance rural telephony. 
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LOWER ADMINISTRATION EXPENSE 


Even with the great expansion in the telephone program, we hj) 
been able to make an 11 percent reduction in the total number, 


REA employees since 1953. As chart 5 shows, the reduction in } furtl 
electrification staff has more than offset the necessary increase | 
telephone personnel. 

The principal way in which we have been able to do this has bei \,, 


by improving administration and organization of the agency, tra 
ferring maximum responsibilities to the borrowers, and curtailing y 
eliminating all but the most essential REA activities. 


so go 


(The 


COOPERATION WITH BORROWERS 


LEC 


We recognize the independence of the borrowers, and we want \ 
do everything we can to develop their self-reliance. We do this \j 
building up and increasing the responsibilities of the local boar 
Along this line, we have made all the electric borrowers responsibi 
for procuring and paying for their own auditing service and also {ij 
hiring private engineers to inspect their construction work and certi} 
that it meets standards. 

By working closely with borrowers and drawing on their experienc 
we can give close attention to matters of loan security with a mininu 
of staff time. Of the approximately 1,000 electric borrowers, onl 
14 are delinquent in their loan repayments. We think this is a 
enviable record. However, debt amortization payments in the pn 
gram will increase more than 50 percent in the next 4 years. Mor 
over, we find that nearly a fourth of the borrowers would be in sou 
financial trouble if they faced full amortization schedules today. | 
am happy to report that as a result of our work with borrowers, abou !00 
three-fourths of those systems with financial problems have achieve 
some improvement in their position during the past year. 


POWER-USE PROGRAM 


Another significant thing we have found is that a majority of tii 9 
borrowers which need to do something to improve their financial ou 
look are selling less electricity than they should be. To help thi 
situation, we have undertaken to strengthen the power-use progrill 
and get some results in the form of load-building. Approaching ! 
from the viewpoint of service to the farmer, we have tried to recrtll 
the interest of all the various public and private organizations inte 
ested in this field. This is beginning to bring some very good I 
sults—and with minimum use of REA personnel. 

Since 1950 average employment in the electric program has bet! 
reduced from 1,152 to about 567, for a saving in personnel of abot! 
585 people. Any further reduction would cause delays in performant 
of the most essential activities and would, in my opinion, have vel 
serious effects on the Government’s security for more than $2 billio! 
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outstanding loans. The telephone program has nearly doubled in 
e past 2 years. Construction activities and loan security problems 
ve increased markedly. Therefore, the entire increase requested in 
jministrative funds for 1956 is to meet the expanding demands of the 
Jephone program. 

Members of my staff are here with me today to discuss with you 
further detail the various items in the budget estimates. 


SUMMARY CHARTS 


Mr. WuiTTEN. The charts at the end of your presentation may 
a so go into the record. Thank you, Mr. Nelsen. 
“10g i (The charts referred to follow:) 


CuartT 1 


LECTRICAL APPLICATIONS FOR CONSIDERATION 
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Cuart 4 


TELEPHONE LOANS 


MILLIONS OF DOLLARS 
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CuHart 5 


AVERAGE EMPLOYMENT IN REA. 
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STATE ALLOTMENT LOAN FORMULA 


Mr. WuitTeN. I note several things here which are worthy of 
comment. 

In the first place, your statement with regard to the repeal of the 
formula is of interest to me. Both last year and the preceding year, 
with the support of the Democrats, my colleague, Mr. Andersen, 
while he was chairman of this committee, made provision for the REA 
to have considerably more lending authority than the Bureau of the 
Budget recommended. What are the amounts that the committee 
and the Congress have raised the President’s Budget for the last 2 
years? Do you have those readily available? If not, you can put 
the figures in the record. 

(The information requested is as follows:) 


Electric loan authorization 


Reported 
by House | 
Appropria- 
tions Com- | 
mittee 


Appropria- 
tion Act 


Budget 
request 


Fiscal year 1954: 
Regular authorization - - -_-_-- . $95, 000, 000 | $135, 000,000 | $135, 000, 000 
Reserve authorization : 34 60,000,000 | 30,000,000 | 45, 000, 000 


Total B55 ‘ 155, 000,000 | 165, 000, 000 180, 000, 000 
Fiscal year 1955: 
Regular authorization. --.-.....-.------ sn cet ' 55, 000, 000 100, 000, 000 135, 000, 000 
Reserve authorization... -....-.-.----- ‘ 35,000,000 | 35,000,000 35, 000, 000 


170, 000, 000 


BORN cians are binatinsed-ode See ao ‘ ait | 90,000,000 | 135, 000, 000 


REPEAL OF STATE LOAN FORMULA 


Mr. WuitTeN. I have noted that you have recommended the repeal 
of the formula. There would be nothing in the law to prevent you, 
or a successor to you, from putting all of this money in one State, if 
the formula were repealed. Is that not correct? 

Mr. Netsen. With 93 percent of the farms being served, or close 
to 93 percent, the only possibility would be for heavying up existing 
systems or generation, and it does not seem logical to suppose that we 
would be required to make loans in the amount of the total funds 
allocated to us for any one State. I cannot conceive of that being 
possible. 

Mr. Wuirren. If the formula is repealed, there is no prohibition in 
the law which would prevent you or your successor from using the 
total loan authorization in any one year in any one State, should 
the administration so determine. Is it not correct that there would be 
no restriction whatsoever? 

Mr. Netsen. That is correct. 

_ Mr. Wurrren. If it were repealed and the law permitted it to go 
Into any one State, do you not think that the Congress would then 
have to ask you to justify your loan applications one by one so that, 
in the public interest, there would be some tiedown of the money 
made available? Can you conceive of the Congress making available 
to an administrator hundreds of millions of dollars which he could 
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put in any one State without some tiedown to assure that we go 
general distribution of the loans? I know of no place where we hay 
ever given a man a blank check to do just as he pleased, with y 
restrictions whatsoever. If the formula is repealed, that is what yo 
would be asking us to do. E 

Mr. Ne sen. In the telephone program, there is no restriction, [j 
the electric program, all loans must be feasible, and it must be fy 
unserved areas. The only possibility of running rampant would }y 
in foo 

he one very pertinent point that clearly brought to our attentio 
the need for doing something was this same situation in Colorady 
where generation had been in the picture since 1945 in the Southwest 
and also in the Southeast, and nothing had been done about it. 
Consequently, it became obvious that regardless of what the ci. 
cumstances were, generation was necessary. 

It also became obvious that it was up to us in our responsible 
positions under the direction of Congress to determine feasibility and 
otherwise provide justifications for the action of the Administrator 
I am responsible for making loans that are justifiable and feasibh 
and serve areas. It seems to me we were being hampered in doings 
good job where it needed to be done, and, for that reason, and that 
decision was actually made in Denver, we sat down and surveyed th 
Colorado situation. We decided that this was really not working t 
the best interests of the program. ; 

Mr. Wuirten. This is not in the form of an accusation. But if you 
as Administrator did not want to approve the loan in Colorado—and 
I am not trying to state your position one way or the other—it would 
be easier for you to say that the formula would not let you do it, 
rather than to say that you did not prefer to approve it. Do! 
understand that you wanted to approve that loan? 

Mr. NELSEN. Yes, sir. 

Mr. Wuirten. Was there any request made to the Bureau of the 
Budget for the funds with which to do it? Did the President make 
any request to the Congress? 

Mr. Neusen. No. If we had made the loans we mentioned, we 
eo have to have additional supplemental authorization of $240 
million. 

Mr. Wuirten. Have you ever known in the history of the REA 
anytime when Congress failed to provide sufficient lending authority 
to meet any request that the Administrator wanted to approve? 

Mr. Netsen. Conversely, Congress has always said that if we 
needed more, then we should come back and ask for a supplemental. 

Mr. Wuirrten. You indicated that you needed more in Colorado, 
but you have not been back. In the last 2 years, it has been the 
Congress that has made you take more money in the lending author 
ity; is that correct? 

Mr. Ne sen. That is right. 


LENDING AUTHORITY NECESSARY UNDER FORMULA 


Mr. Wuirren. In connection with these loan applications, how 
much lending authority do you need under the formula to meet the 
projects that you can foresee that you may want to approve in the 
next year? I want to know how much it will take to give you all 0 
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the authority that you need to approve all of the loans that you can 
foresee that you may want to approve. 

Mr. Newsen. For example, the Tri-State loan 

Mr. Wurrtren. I would like for you to spell it out in detail. 

Mr. NeuseNn. No one can ever tell how much of a request we are 
going to have for generation. For instance, Tri-State, a group of 
borrowers in Colorado, Nebraska, and Wyoming, are presently nego- 
tiating for a power generating plant. They prefer not to install the 
power if they can buy it. We are trying to help them, if we can, to 
see that they do get the power. They may have to have a generating 
plant, and they may not. We do not know. We would only be 
guessing at each individual State. 

Mr. Wuirren. I think your guess has firmed itself up, otherwise 
you would not go so far as to ask that the formula be repealed so that 
you will have authority to put money in any one State. If it has gone 
that far, I think you should give us a firm estimate. Do you want 
lending authority to meet some of these problems? 

Mr. NEvsEN. We feel the lending authority is $165 million without 
the formula. 

Mr. WuiTtEn. That is without the formula. I want the figure with 
the formula. 

Mr. Netsen. We can try to pick it out. 

Mr. Wuirten. I guess the $240 million figure is shown in your 
own statement. 

Mr. Grant. Mr. Chairman, the budget includes language which 
states that if the formula provisions are not repealed, then an addi- 
tional borrowing authorization of $35 million would be provided. This 
would make a total available of $220 million. 

Mr. Wuirtren. I understand you cannot top the budget unless you 
ask for a supplemental appropriation. They cut it down the last 2 
years; but forgetting the budget, I want you to tell me how much 
contingent authorization you will need to meet the foreseeable 
applications that you think you would like to approve. 

In your notes you make this statement: 

This would require a supplemental loan authorization of $240 million and 
would result in a carryover of nearly $300 million into the fiscal year 1956. 

I take it that that $240 million is the figure that you will need. 

Mr. Neusen. That is the figure, assuming that those three loans 
are to be made before the end of the fiscal year. 

Mr. Wuirren. I am not the one to assume; you are in charge of 
the program. 

Mr. Netsen. We know that we are going to make two of those 
— Deny the end of the fiscal year. There is some doubt about 
the third. 

Mr. Wuirren. I am trying to fix it so that, if you do not make 
them, it will not be because Congress did not give you the funds. 
Let us repeat again for this record, so that nobody will be accused 
of indiscriminately throwing money around. We do not make appro- 
priations to the REA; we merely make authorizations for loans. The 
money is not withdrawn from the Treasury until the loans are ap- 
proved and the allocation of funds to the borrower is made. 
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SOUNDNESS OF LOAN PROCEDURE 
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Furthermore, that loan must be feasible in order for you to appro 
it. It must show that it is sound and will be repaid including intereg, 
If we give you a billion dollars in loan authorizations, it would ny 
take a dollar out of the Treasury until you had approved the projec 


and determined its soundness and feasibility, and then authorized th ne 
borrower to carry out the program. vottin 
My attention has been called to the fact that it is not withdraw fi py 
from the Treasury at the time of the allocation, but only after thi \; 
funds are actually expended by the borrower. So, it means they loan 
that we may retain the formula. And if we give you strong enough than ° 
and large enough authorization, then you can meet all of your pro). Mr 
lems and any part of the authorization not used is merely a ceiling HM joor 
no money is drawn out, no money is expended, and no interest is MMB jack ¢ 
included. priati 
Mr. Drann. I would like Mr. Nelsen to tell whether he subscribe J j.9\] 
to the opinion which you have just voiced. in ele 
Mr 

CONSIDERATION OF NEEDS IN APPROVING LOANS ER for le 

Mr. Nexsen. Our procedure in REA is to grant loans in keeping "a 


with the need, and I cannot help but feel that under my responsibility 
as Administrator we have done our best to try to meet these various 
needs. On that basis, we should proceed. It would almost be impos 
sible for us to figure out in dollars and cents what we need and every W 
year get involved in a lot of acrobatics on arithmetic as to what should 
be and what should not be there. 

Mr. Drang. I do not believe I made my question clear enough. thon 
I was trying to secure from you your opinion as to whether or not jacis 
the statement as outlined by the chairman is correct. to th 

Mr. NeEutsENn. I would say that I would not believe that it could icra: 
be assumed that we would place our loans all in one State. We dog yi | 
not believe that the fears expressed would materialize. and 

Mr. Wuirten. May I interrupt to say that I do not mean to indi J tho » 
cate that I believe you, Mr. Nelsen, would operate in that way. Fi 
Certainly my relations with you are on a different basis. I am just & gloct 
talking about Members of Congress handling the Nation’s business. && they 
I do not see how we could discharge our responsibilities by turning othe 
over, without any formula or without any control, to any adminis & othe 
trator the total amount that might be in this bill. I have been her #&% whe; 
a good many years and I think I personally would feel it my obliga H joan. 
tion to make you justify each loan application that you plan to% dist; 
approve. I would not want to ti it down where you would have 10% jot ; 
authority to vary it. My experience with the Research Associatiol M 
and all of the other agencies leads me to feel that we should give M 
some leeway. However, through the years all appropriations cou J part 
mittees have tied funds down at least to the justification, with som J of |o 
degree of latitude. In the interest of the Nation’s business, we 0 M 
necessity have to do that. Congressmen and administrators colt ™ clect 
and go, and certainly I do not want this to be taken as any indicatiol J beer 
of lack of confidence in you or your staff. alwe 
ae Newsen. Fred, would you have any observations to make 01% Con 
that! amo 
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Mr. Strona. I think the formula came to be at the outset for the 
purpose of insuring an equal rate of progress for the extension of 
electric lines in the rural areas in the several States to make certain 
that there was equal opportunity at least for the extension of these 
electric lines. 

At the present time, we find that almost universally throughout the 
several States the need for that protection to assure the farmer of 
getting electricity no longer exists and actually the formula is working 
in reverse. 

Mr. Wu1TTeNn. May I interrupt you, Mr. Strong. When you have 
loan applications—and the Congress made you take more money 
than you needed—can you say it operated in the reverse? 

Mr. Strona. I was about to say, Mr. Chairman, that that is 
theoretical rather than actual, because, while there has been no actual 
lack of dollars due to the generosity of the Congress in making appro- 
priations, the limitation is serving to restrict theoretically, not prac- 
tically, but serving to restrict, the heavying-up of lines and advance 
in electrification for population reasons, or other reasons. 

Mr. WurrrEen. I would like to have a list of the pending applications 
for loans, so this committee can be sure that you get the authority 
to approve them. 

Mr. Strone. Might I continue? I will go back to that a little later. 


LOAN CRITERIA 


We have examined the Rural Electrification Act and we find no 
restriction set up in that act in respect to either loans or transmission 
facilities, distribution facilities, or generation facilities. Presumably, 
then, and this is what guides us, these loans are to be granted on the 
basis of actual need. We have set up certain guidelines in addition 
to the basic guidelines set up in the act itself, which is that the Admin- 
istrator must find in his best judgment that the loan is feasible and 
will be repaid to the Government. We have added some of our own, 
and those additions were made before we got in there. I speak of 
the agency now rather than the present administration. 

First, in referring to generation, are they needed? Are they shy of 
eectricity? Can they get it from any other source as cheaply? Can 
they pay back the money? ‘Those are the guidelines. Lacking any 
other guidelines in the act or in the directives of Congress, we see no 
other alternative but to go ahead and make the loan for generation 
where those guidelines are met. To set up this formula restricting 
loans in any one State or to any one State on the basis of a percentage 
distribution is an artificial way of establishing a guideline that does 
not appear in the law itself. 

Mr. Wuittren. The formula now appears in the law; does it not? 

Mr. Strona. Yes; but it is not intended as a limitation on any 
particular type of loan. It was meant to assure equitable distribution 
of loan funds to the States based on their need. 

Mr. Wuirren. As you pointed out, the number of farms that are 
electrified has changed. There is a small percentage that has not yet 
been covered. However, the needs of farms is increasing and there is 
always the need for making the present lines larger. However, if the 
Congress gives you freedom within which to act, if we do it by the 
amount of authorization, I cannot see that there would be any addi- 
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tional costs to the Government. It would give you the same latitud, 
as if the formula were repealed, except that when you make a }j 
loan in Colorado, it would not deprive the people in, say, Arkansas 
or the people in Louisiana, or the people in South Carolina of fund 
to approve loans in that area. So we can meet your problem if yoy 
will tell us where you want to make the loans. If you say they ay 
feasible, I think I can give you assurances here and now, although | 
cannot speak for all Members of Congress, but I am familiar with the 
history of it, that you will get the authorization. I know you haye 
been getting more than you wanted. 

Mr. Srrona. I am quite sure, Mr. Chairman, that the members of 
this committee many times in the past have demonstrated their 
willingness. 

Mr. Wuirren. And the Congress has underwritten it, and will 
continue to do so. 


EFFECT OF LIMITATIONS ON OPERATIONS 


Mr. StronG. We have examined the effect of these limitations upon 
our own actions, upon our budget making, upon the work involved 
and upon the money effect on loans, and, to put it in reverse, to 
approach it from the negative side, we cannot see anything to support 
the limitation. 

Mr. Wuirren. It is something that has not kept you from doing 
anything that you wanted to do; has it? 

Mr. Strone. That is a good question. 

Mr. Wuirten. There are many problems that we all have, and do 
you not think we could spend our efforts to meet those problems, 
rather than fighting something that has not prevented us from doing 
something we wanted to do? 

Mr. Scorr. May I add that when we considered this in the Depart- 
ment from the standpoint of policy, it looked like a formula that 
worked very well. It appeared, however, to be one that now is 
impractical. We certainly had no thought that there would be any 
abuse made of this authority. 

Mr. Wuirtrn. My feeling toward all of your people down there is 
excellent. I have the utmost confidence in you, and I know that 
you are doing what you think is right. My past relationships sup- 
port that. But in the orderly handling of congressional business, | 
cannot see how we could fail to make an effort to tie the matter 
down, at least to the point of justification with some latitude. That 
is what we have been doing all through the years. 

I was the author of the so-called Whitten rider which had to do 
with personnel. I do not believe you or Mr. Young or anybody can 
show me anything that they could not do under that authority. | 
spent 2 mornings with the Civil Service Committee of the House 
asking Mr. Young to point out a single thing that he wanted to do 
which he could not do under this law which I had written. He could 
not show me anything. It seemed it was easier for him to say that 
he could not do something, rather than saying exactly what it was 
that they could not do. The only justification I can see for your 
repealing the formula here is so that you can say to applicants that 
you cannot approve their loans because of the formula, rather than 
telling them why you will not approve. That is the only plausible 
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xcuse for repealing it. And I am not letting the occasion pass 
vithout asking you to tell us now what you want to approve, because 
iy recommendation to this committee is going to be to give you 
nough latitude to approve them. The formula is not going to keep 
‘ou from getting what you show you need. We will meet the formula 
1s we have through the years since I have been on this committee. 

Again, Mr. Strong, I will ask you not to pledge yourself to approval 
fall of them, but the chances are good that you will approve them; 
ud my recommendation to the committee will be that we give you 
mnough authority with or without the formula to meet what you say 
you want to do. 


AVAILABILITY OF FUNDS UNDER STATE FORMULA 


Mr. Strona. As the Administrator pointed out, the loans are in 
Colorado, and so forth, and that list will be provided to you. 
(The information is as follows:) 


AVAILABILITY OF Funps UNpER State ForRMULA 


Colorado is the only State in which the act in its present form provides in- 
sufficent loan funds in fiscal year 1955. The loan requirements in Colorado this 
vear may be as high as $27.1 million, whereas the amount available for lending 
in Colorado is about $14.2 million. To obtain the additional $12.9 million would 
require that approximately $240 million additional landing authorization be made 
available to REA. Power supply negotiations by REA borrowers, now in pro- 
gress, may Within the immediate future bring developments which could make 
the Colorado loan requirements this vear approximately $17.9 million, in which 
event the additional lending authorization necessary to REA would be $70 million. 
The President has stated that it is the Administration’s policy to meet completely 
the financial needs of the REA programs. When the loan needs in Colorado for 
the balanee of this fiscal year are more definitely determined, steps will be taken 

assure that those loan needs are met. 

The range in these figures serves to point up the difficulty to REA in operating 
inder the State allotment formula because the number of unelectrified farms no 
longer refleets loan needs. The spread between the upper and lower limits cf the 
probable loan needs in Colorado is less than $10 million, yet the spread in the 
additional lending authorization required is $170 million. The actual amount to 
be required will remain unknown until the time that the loan processing is com- 
pleted. .A supplemental authorization of $240 million would result in a carryover 
into fiscal year 1956 of about $300 million. A supplemental authorization of $70 
million would result in a carryover of about $125 million. 

It should be noted that the total funds already available this vear ($221 million) 

nore than adequate to meet all loan needs for 1955 if there were no State 
limitations imposed. 

If such supplemental authorizations were made available, the lending authority 
for each State in 1956 would far exceed the estimated loan needs because of the 
ery large carryover of unused 1955 loan funds. 


HANDLING OF LOAN APPLICATIONS 


Mr. Wuirtren. I think you are to be commended for your efforts 
to speed up the handling of loan applications. On the other hand, I 
would like to point out that through the years, the way to get reason- 
able contracts out of private power companies frequently was to let 
local co-ops make an application for power generation, and the way 
to keep many local co-ops with a source of power on a reasonable 
basis was to have a loan application pending. In the past it has 
paid to keep them pending 10 years or longer, and I think it is unsound 
to turn down applications because they have been pending a long 
time in order to keep your records clean. The pending application 
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frequently is the means to get a good and fair contract out of privay lf 
utilities. Therefore, I hope you have not failed to recognize sudfiinte 
facts in cleaning out your files of such applications. T 

Mr. Netsen. We do have applications that are lying dorman, {Gov 
and I think the record will show that we have proceeded on that basis you 
with the best interests of the cooperatives in all cases to see that theyfi mat 
get the best kind of contracts possible, and I think we agree wit){rem 
your point of view. the 

Mr. Wuirren. In view of the turn of my questioning, I think tha fs3 | 


I should say that I attribute to you gentlemen the same honesty of MM the 
purpose and the same good intent that I have. But we have wrestle HM any 
with this program for many years and I certainly want to have , Micha 
complete understanding on these matters. por 
rat 

PROBLEMS IN LOAN CONSIDERATION rat 


Mr. Netsen. To show you how things pile up with respect to the MB] }; 
Colorado situation, I think we felt actually that about half of thos Hi yo 
problems would find an answer along the lines of the purchase of 
power and, to our dismay, perhaps, shall I say, or perhaps after search. 
ing, shall I say, there was no answer and we suddenly found ourselves HH it | 
confronted with twice the number of problems we anticipated. When && m; 
we prepare a budget request, we have to justify it, and | think thatis 
proper. This Colorado situation is one we are confronted with that H eo; 
looked like an impossible answer. ca 

Mr. Wuirren. Let me say here that I think it would be a mistake J jy 
for the committee to take unto itself the approval or disapproval of H so. 
individual loans. That is a matter that is within the jurisdiction of Ht} 
yourselves within the Department. My only purpose in asking for && y 
these loans that you will be called on to approve, with the right that 
if they do not meet the requirements to change your mind, is to be 
certain that we give you ample authority to meet your needs. It is 
not that the committee is trying to take unto itself the power of 
saying whether a loan is to be approved or disapproved. If sucha Hg 
thing were to happen, I think it would be a bad situation for all of us. & fr 
That is my sincere feeling. If you turn down one type of application, «1 
then you would be inheriting other types of problems, due to the 
nature of things. 


yor 
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PLACING OF REA ON REVOLVING FUND BASIS 


The other thing that I would like to go into, which greatly disturbs 
me, is the fact that I have seen many of these conflicts between public 
power, including TVA and the REA, and the private utilities. 1 do 
not know that you will get along with either side unless you agree 
100 percent with them against the views of the other. Here, I have 
my own views, and I have tried to stick with my own views. I have 
been advised that the President’s Hoover Commission has recom- 
mended that the REA be put on a revolving fund basis and that 
co-ops finance future needs by sales of their own notes or other notes 
of indebtedness. The one result of that would be that their interest 
rates would be raised, judging by everything that you can see I 
right. The result would necessarily be a higher charge for electricity 
to the consumer. 
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If the TVA sold its own bonds, they would draw a higher rate of 
interest, Which would be reflected in higher rates to the consumer. 

The point I make, whether it be REA or TVA, is that the Federal 
Goverment is the holder of the first mortgage. In other words, as 
you show, the Federal Government has outstanding now approxi- 
mately $3 billion in loans to REA associations. As long as that 
remains true, even though you set up under some other guise, 
the Federal Government would be a guarantor, because we hold about 
$3 billion worth of first mortgages on those REA co-ops. To change 
the financing, which the Federal Government is going to underwrite 
anyway, into a system where you pay higher rates of interest and 
charge higher rates to the consumer is only for the purpose of sup- 
porting the private utilities in their efforts to get REA and TVA 
rates higher so that they in turn can get by with an increase in their 
rates to the consumer. 

I do not mean to belabor this record, but all of the evidence that 

[have sustains it. However, I do wonder what you know about this 
Hoover Committee recommendation, and I would like to know if 
you have any comments to make on it. 
' Mr. Scort. I noticed in the press that there was some reference to 
itthe other day. That is all I know about it. I have no other infor- 
mation. We can assure you that we have only one purpose in mind 
in our REA program and policies, and that is looking to the ultimate 
consumer, the farmer, and getting the best service for him that we 
can figure out. That is the program we intend to carry on, and I 
know that the Secretary is anxious that the REA continue to be a real 
service outfit to agriculture. There are many problems with which 
the farmer ‘is confronted, and everything that this fine program in- 
volves that will help must be considered. 


SUPERVISION OF REA FROM WASHINGTON 


Mr. WuitTen. I am glad to hear you say that, and I hope we can 
go along on that line. I would not want to see the REA supervision 
from Washington slowed down. I have observed that the production 
credit associations—and I have many friends among them—have now 
paid off all of the money that they borrowed from the Government. 
Inmany, many cases they are getting just as tough as the local banks. 
They have forgotten in some instances their original purpose and the 
obligation that they have to make credit available. I do not advocate 
dissipating the resources of the associations. I think that the same 
problem is likely to show up as the REA associations pay out and get 
completely away from the national REA in its efforts to see that the 
benefits of the association go to all people in the area. So I am not as 
pleased as you might expect from your statements of pulling in your 
attention. 

Mr. Scort. I agree with your reference to the importance of keeping 
those organizations service-minded. It is my observation, however, 
that you need to give the local directors, particularly of these co-ops, 
some honest-to-goodness authority to help them get their organization 
set up as a real service outfit if you are ever going to make a go of it. 
Once they get that and get the members around them, and that gets 
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to be their goal and objective every day, then you have the thing q 
the way. Certainly, that is an important part of the program ¢ 
Mr. Nelsen and his associates, to give more responsibility and help 
the directors of these associations so that we will get the fine benefit of 
those leading farmers out there to do this job right for the benefit of 
their farmer patrons. 

Mr. Wuirten. In my experience in my area, and my relations ar 
very good with the REA co-ops in my area, I have never known of 
them wanting to make extensions that were not feasible. I hay 
known many cases where it took all of your help and mine and local 
pressure to get them to meet certain needs. They made progress in 
it, but the need has been to make them move out and give the service, 
There has been some necessity to remind them of their need to render 
public service. 

The table with respect to the current position of the REA will be 
in the record. I do not believe that I care to go into any furthe 
questions at the moment. 


GENERATION AND TRANSMISSION LOANS 


Mr. MarsHatu. You say in your statement that you have bee 
extremely cautious in your study of generation applications. How 
many loans did you make in the past fiscal year for generation 
purposes? 

Mr. Neusen. That figure is in there. It is $31 million. 

Mr, MarsHauu. How many loans? 

Mr. ParrrivGe. During the year, we made a total of 18 generation 
loans and 64 loans involving transmission. | . 

Mr. MarsHautut. How many have you made in this fiscal year’ 

Mr. PartrripGe. We have made a total of $7,455,000 generation 
loans; that includes 4 loans and on transmission, we have loaned 
$9,562,498 to 29 separate applicants. 

Mr. MarsHautut. How many do you anticipate making for the 
balance of this fiscal year? 

Mr. Partriper. The total amount that we expect to lend this 
year on generation and transmission is $42 million. I do not have 
the actual number. 

Mr. Marsuwauu. As I understand the law, in making a loan for the 
generation of power, you do that where it is feasible, and where power 
cannot be provided. Is that correct? 

Mr. Netsen. To bring service to unserved rural areas, provided 
we can reduce the cost to the farmer. I mentioned the fact that we 
have been very cautious in our examination, and we find that the 
record indicates that many times the estimates that were produced to 
us as justifications for the plant’s construction—those estimates from 
which the plants must operate—we find we miss it by 20 or 30 percent, 
and sometimes more. Once a plant has been built, a farmer has 
a 35-year obligation and he is stuck with it, so we have to be sure 
that we have carefully attended to all of the details as that when 
finally that plant produces electric power, the rate is one with which 
the farmer can live. 
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We do not want to make the mistake of saddling the farmer with 
igher costs. 

Mr. MarsHauu. What about delinquent loans? 

Mr. Zoox. There is one delinquent power-type borrower as of 
January 31, 1955. 

Mr. MarsHauv. In making a loan for the generation of power, you 
sre not tied down to any source of fuel, are you? 

Mr. Neusen. No. 

Mr. MarsHALL. As long as the plant is feasible—— 


WORK WITH ATOMIC ENERGY 


Mr. NeLsEN. We can make a loan to build an atomic-energy plant 
rovided the cost for fuels are cheaper than any other which are 
available to us. 

I will submit this to you also for the record. About a year ago, I 
hink it was, we cleared five of our people, “‘Q’’ clearance, and since 
hat time those people have worked closely with the Atomic Energy 
ommission to keep them advised of our needs and have them keep 
is advised of the progress of atomic energy and what the cost for 
veneration would be. 

We have been invited to sit in with the Atomic Energy Commission 
at a conference in March to discuss this problem. 

Mr. Wuirten. It will be incorporated into the record. 

(The information referred to follows:) 


REA anv Atomic ENERGY 


REA is proceeding on the assumption that reactor-produced electric energy 
will ultimately be cheaper than energy produced from fossil fuels. 

For approximately a year we have been working with the Atomic Energy 
Commission, We have obtained security clearance for five of our technical 
people, and through them we keep advised on the progress of research and develop- 
ment and also are able to keep the Commission informed as to the needs of REA 
and its borrowers. 

We have also maintained contact with several of the manufacturers and con- 
sulting engineering firms engaged in reactor development. 

At the present time we are contacting borrowers which are planning construc- 
tion of generation plants to determine their interest in looking into the possi- 
bilities of nuclear power as a source for generating electricity. We will help those 
that are interested get security clearance so that they can work with AEC and 
us in getting up-to-minute information. 

On the basis of information available to our people who are working with the 
Atomic Energy Commission, the prospects are not bright for obtaining power 
cost reductions’in the near future through the use of atomic energy. As of now, 
nuclear power reactors are in a developmental state and their costs are therefore 
high. Commercially, atomic energy is not yet competitive. Moreover, there are 
questions of service interruptions, site of plant locations and liability that have 
& bearing on the consideration of this matter. Considering the initial capital 
investment and the operating costs, it appears that an overall cost reduction of 
from 50 to 65 percent must be accomplished before reactors become economically 
competitive. It is not an established fact that these cost reductions can be 
achieved, but we want the farmer to benefit along with other consumers if it is. 
At the same time, AEC’s research is steadily going forward and we must keep 
up with it. In that way, we will keep informed and ready to take advantage 
of every development that gives assurance of a lower-cost power source that will 
be dependable. We are determined that the REA co-ops will be able to move 
into the atomic age just as soon as it makes economic sense to do so. 
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We feel that our primary responsibility is to apply the results of research y 
the needs of rural electric systems, rather than to engage in basic research ay 
development. We have been assured by AEC that people on its staff will giy 
us the specialized technical help we need for this purpose at no additional cost y 
REA or to the taxpayers. This would appear to be the wise and effective cour: 
and it is the course we intend to follow. We will use our personnel to the extey 
necessary to handle this new development properly. As this work progresses, } 
may be necessary for REA to employ or assign additional qualified personnel t) 
this task of making certain that we obtain the benefits of nuclear power for tly 
rural electric systems if and when it becomes economically sound to do so, 


Mr. Netsen. I want to call to the attention of the committee th 
fact that very recently, less than 2 weeks ago, we wrote a letter to} 
of our generating co-ops that are proposing. installation of generation 
We wrote a letter to them telling them that if they were interested iy 
considering atomic energy as a source of power supply that we woul 
be glad to help them with the Atomic Energy Commission. If th — 
committee wishes a copy of that letter, you may have it. 

In addition to that, we have been invited by the AEC to sit in o f— 
a conference sometime in March. If you wish that letter, we will bk 
glad to let you have it. Anything you wish, we will be glad to submit 
to you. . 

SURVEY OF LOAN NEEDS 


Mr. Marsuatt. Mr. Zook, I understand that you have been doing 
some work in trying to find a solution of some of the problems REA‘ 
are having in meeting their financial responsibility; that you also have 
made a survey of your borrowers. We would appreciate it if that 
survey could be placed in the record at this point, and you may then 
proceed to comment on it. 

(The information referred to follows:) 


SuRVEY OF CONSTRUCTION PLANS AND LOAN NEEDS OF REA ELEctRIC 
BORROWERS 


REA’s electric borrowers intend to construct new facilities at a cost of about 
$202 million during the 1956 fiscal year. They estimate that they will submit 
about $156 million in loan applications to REA in 1956 to finance construction 
during that and subsequent years. 

This information is based on a survey which REA made for the first time 
during the past year. The electric borrowers were asked to indicate their cor- 
struction plans and financial requirements by years for the 1956-60 period and 
more than 85 percent responded. These reports have been adjusted to provide 
estimated data for all 991 active distribution and power-type borrowers. Present 
plans are to repeat the survey about July 1, 1955, to obtain the benefit of the 
borrowers’ latest planning and get revised data for 1957-61. 

Other findings of the present survey include the following: 

(1) Estimates for years after 1956 although less definite indicate that borrower 
construction and loan demand will continue at relatively high levels throug) 
fiscal year 1960. 

(2) Borrowers at this time have approximately $122 million of their own general 
funds invested in electric facilities. ; 

(3) Borrowers estimate that they will connect new consumers at the rate 0 
about 125,000 a year through 1960. This includes both farm and nonfarm rura 
consumers. 

(4) Borrowers expect to invest about one-fourth of their future loans in 1m- 
proving and heavyingup their distribution systems to meet increased power needs 
of consumers. 
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(5) Applications for loans for generation and transmission facilities account 
or almost one-third of anticipated loan needs—well in excess of the long-term 
rend in such loans. 

(6) The systems expect to increase their borrowings to finance consumer 
appliances and equipment under section 5 of the Rural Electrification Act. 

The accompanying tables contain details, as follows: 

Table 1: Total construction planned by REA borrowers and loan applications 
o be submitted to REA to cover planned construction, 1956-60. 

Table 2: Construction planned by distribution-type borrowers, by States, 
1956-60. 

Table 3: Loan applications to be submitted by distribution-type borrowers to 
cover planned construction, by States, 1956-60. 


TaBLE 1.—Total construction planned by REA borrowers and loan applications to 
be submitted to REA to cover planned construction, fiscal years 1956-60 


{In millions of dollars] 


1956 1957 1959 1960 


—_—— 


Total construction planned... __-__-- a 202 182 144 151 


Loan applications, total !__--._- pe danncadeoae 156 151 2: 113 92 
By purpose: 
Distribution and other 2 __- A¢ 65 32 
System improvements... --.-...-.-.----- ; 3: 36 17 
Generation oa eecehag eli : 30 27 
Transmission caete eee 14 13 
Consumer facilities... -- : nS f 6 3 
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1 Note that these data represent the applications to be submitted for loan funds to cover construction 
through 1960. The total applications to be submitted in 1958, 1959, and 1960 may be expected to exceed 
the above figures, since a part of the loan funds applied for in those years will be used for construction 
subsequent to 1960. In addition, the borrowers are probably unable at this time to foresee all of their con- 
struction needs 5 years hence, consequently they may have underestimated their loan requirements. 

?“TDistribution and other’’ includes distribution, substations not a part of system improvements, engi- 
neering fees, headquarters, reimbursement of general funds, and miscellaneous items not included in other 
purposes. 


Source: 1954 survey of REA borrowers construction plans and financial requirements. Adjusted to 


e provide 100 percent coverage and to provide for new power-type borrower requirements. 
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TaBLE 2,—Construction planned by distribution-type borrowers, by States, fix 
years 1956-60 ! 


{In thousands] 














1957 1958 1959 
$149, 388 $123, 526 $109, 368 
3, 273 2, 501 3, 877 
1, 261 1, 618 1,618 
6, 323 4, 890 4,151 
115 110 105 
7, 395 3, 895 3, 100 | 
307 142 218 | 
3, 263 3, 216 2, 702 
6, 156 | 5, 362 4, 755 | 
349 | 326 259 | 1 
3, 006 2, 564 3, 898 2 
3, 334 2, 79 2, 469 | 2 
2, 061 2,173 1, 794 | 1,68 
2, 375 2, 385 1, 756 | 1, 
5, 253 | 5, 531 4, 880 | 5% 
2, 252 2, 176 2, 473 | 2 
368 75 182 | 4 
1, 089 994 924 | "7 
1, 647 2,049 | 2, 660 ye 
5, 349 5, 214 | 4, 697 4 
4, 547 4, 156 4,123 4,39 
5, 083 4, 755 4, 422 4, 
1, 846 1, 369 1, 573 1,8 
3, 828 2, 339 2, 056 2, 
PR a ali as checeiamrgs evrinhamnd dient 553 507 434 415 if 
RR icin tnindhsstranenibiveisedeniediddedl 207 78 | 176 94 Ww 
PI Ses Siicinns nink = ib anapeminns eng hee 6, 081 8, 023 7, 041 2, 716 7,04 
I iid. 2 ncth auttctiarhiows dhieaite wie ti 145 129 184 1 
A. culnnsnis nian duevnnrnmidmewinwe 7, 145 5, 398 5, 252 5, 066 5, St 
TEI tinect eka tides vr eqacpanbadias 2, 388 2, 505 2, 907 2, 541 2, 
Sit Retlinnibiesid Mines deereins anemeeiainitbiatia 4, 154 2, 862 4, 405 2, 552 37” 
Mt Sec ete n ont can ceceaeteaianet 5, 305 4, 332 4, 324 3, 498 3,47 
GE ober he Cee de phan tdhnnnatokiess 900 540 881 544 8 
PIO is octets it ac. ad 2, 677 2, 359 2, 263 2,315 2,18 
Ge BNO ioe iiaet ea dak ek. es Pe cd a ae. ola P: Sux. auhed tied t cad 
South Carolina__..- pitt beet ise 3, 418 3, 026 | 2, 352 2, 298 2,37 
South Dakota__--_- ean SD cia hd okéheo cee 2, 215 2, 335 | 2,071 1, 894 1,914 
iis cn canedenacdoe pheticbedaee 9, 526 7, 878 | 7, 767 7, 579 7, 675 
, a GEAR ae pree CT ee ite) 21, 860 23, 399 | 9, 859 9, 487 8, 3% 
MA 58 oe me ot a Be oral Sates eee eae SeSaR A ORE ee “ cl 
SS SA ee ee ete okie 139 3, 434 111 111 m 
Ee eee wnetenenaae eee 2, 834 3,174 | 3, 192 3, 153 2.4 
a ii i 2, 682 | 2, 482 2, 564 1, 703 1, 
ED Gisls cn cceded coleckdenee nce | 69 24 24 38 4 
NS oS. tty es tat eon 2, 300 1, 864 1, 486 1, 629 1,60 
(OO adibitin 5s aaa lynne 2, 517 2, 061 3, 068 1, 564 1,8 
ack cl res sn ta eile ia dl Teds 2, 268 2, 498 2, 636 1, 295 1,44 














1 Note that these data indicate a decline in construction from 1956 to 1959. The decline may reflect 
inability of the borrowers to forecast accurately all of their requirements for future years rather than 
actual decrease in requirements. 
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TaBLE 3.—Loan applications to be submitted by distribution-type borrowers to cover 
planned construction, by States, fiscal years 1956-60 ' 


{In thousands] 
—pohereeeernereterirtelice ‘ 
1956 1957 1958 1959 


——— a 
| 


United States decuee--------| $123,456 | $118, 164 $86,660 | $80, 697 | 





Alabama eoecee--ee= 5, 021 | 2, 975 2, 833 

Arizona 2, 138 | 1, 998 | 1, 224 

APRRNEND. .. oon ckw seh dcabhebimidsdebossde 5, 431 | 7, 157 | 3, 596 

California 115 105 105 

Celera. .icci. Jeanddasevanteeeece as wsupetlctl 5, 518 1, 524 

Connectinwe s.ona465 ee eenete get soo} spmur'’s ees asenie’ be 

Delaware a 374 

Florida ae 3, ¢ | 2, 396 | 2, 201 

Georgia , 133 | 5, 800 3, 518 4, 540 

Idaho et 680 | 240 986 

Illinois a oe - sith tan chiplilalbagip ; } 2, 478 4, 048 1, 485 

Indiana 4 | 1, 489 1, 578 1, 090 | 

lowa Scho: ‘ bi csebdectst edit 5 1, 583 1, 248 672 | 

Kansas - - 7 : 2, 577 1, 094 1, 088 | 

Kentucky Rise doavasBaeae’ y 4, 655 4, 759 3, 677 

| nS pe ee ee ee 2, 291 1, 922 1, 367 

Maine oe nears 18 135 

Maryland bls ‘ 1, 741 75 783 

Ns Li liom cenannenandana sh : | , | eed 

BeNOR. 524854656. cet seth aceevssdaet 1, 329 1, 871 1,793 | 

MOOUER niin Sati alrde R445 pa 455 3, 700 4, 359 3, 869 | 

Mississippi. ........--- : 3, 602 3, 450 3, 439 

Missouri - - . - stadaaGdipetandeebeesd] 3, 893 4, 037 2, 450 

Montana. - - a a oe BEE a ee 593 1, 787 1, 137 1, 180 

WeONNRh 5... Stance ana ca 883 1, 521 874 

Nevads.... ...cssii Lit. wists 

New Hampshire ee ae aa 814 

NOW JOR SS eh nc cteh sig secckeee-S hid 254 181 

Cg Lee, Sere at 910 6, 087 3, 013 3, 107 6, 048 

New York paced ene aera Seer 263 64 6 | 6 

North Carolina... ‘ , 752 | 5, 076 5, 688 3, 913 3, 102 

North Dakota arias 2, 202 | 3, 249 2, 271 1, 145 

Ohio Leis. ; d | 1, 920 4, 516 2, 450 | s4Y 

I a i a et, Losi saieaeetl é S| 4, 928 1,910 2, 442 | 1, 208 

Oregon _ - Cana @eaeias sot 5 “2 349 | 1, 354 195 45 

Pennsylvania.__. ee ts ts ‘ mal 2, 22! 1, 327 924 1, 073 | 1, 599 

Rhode Island____......---- ar te a Sn 

South Carolina 2, 2, 808 1, 723 2, 213 2, 128 

South Dakota 3 | 2, 705 1, 588 484 729 

Tennessee ¢ 7, 338 3, 679 5, 546 4, 924 

TON... <2. cede bie Oe : 11, 314 8, 161 7, 308 4, 253 

Utah. . : 226 10 10 670 

Vermont 40 74 : 

i re 3, 255 1,057 1, 518 1, 183 

Washington -- 1, 183 1, 880 1, 568 1, 486 

West Virginia r 5 |. : 

Wisconsin | ; 3 1, 190 1, 022 396 

Wyoming 339 2, 471 809 174 
5 634 . 132 689 








1 The construction needs of the electric distribution-type borrowers beyond 1960 were not obtained in 
the survey. Some of the applications to be submitted to cover construction in 1961 and succeeding years 
may be submitted in 1958, 1959, and 1960. Therefore, the application amounts reported in this table for 
a bow and 1960 are lower by indeterminate amounts than the applications which will actually be 
sudmitted. 


LOAN SECURITY PROBLEMS 


Mr. Zoox. I would like to speak for just a moment with respect to 
these borrowers. We have set up what we feel is a reasonable meas- 
ure for trying to determine those systems, those borrowers whose 
operations are such as to constitute either an actual or potential loan 
security problem. In other words, that they are now or in the fore- 
seeable future may be in a position where they will not be able to do 
the job they were set up to do, which is to render adequate electric 
service to all of their consumers and to the area they are set up to 
Serve. 

Our staff in the electric program, each area office and, in turn, its 
own field staff, is set up to work with these borrowers, work with the 
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management and the boards of directors of these borrowers in esta) 
lishing just what the various problems are and how best to atta 
them; of course, no two are exactly the same, as you can well unde 
stand. 

In some instances, it means effecting operating economies. |j 
some cases, borrowers arrived at the idea that here we have a sitw. 
tion that to consolidate and merge 1 operation where there wer 
2 before was the best thing for service to that area. I have jy 
mind the one in Virginia in which a small cooperative in West Vi. 
ginia consolidated with a cooperative in the Shenandoah Valley. 

At the present time, there are some 204 of the borrowers that jw 
have established as a basis for giving priority of attention to try ty 
correct either trends or present conditions. A large number of thoy 
borrowers, it is true, have not reached what they themselves really 
expected to do, in the way of usage of electricity by their member. 
ship. That is why we have tried to stress the working together of the 
entire industry in order to provide the best possible field for showin 
the advantages of the use of electricity in expanding farm operation 
as well as in the homestead itself. I think those are the major points 


NEED FOR PROPER MAINTENANCE 


Along with that, of course, is the problem which I will lead into, the 
fact that you must keep these systems in operating condition by 
maintenance, by seeing to it that the trees are kept from the lines 
the lines are kept clear so that they will render adequate service, and 
as the load grows, you stay ahead of the requirements by making the 
necessary capital investments. That is one of the reasons why we 
made this survey of our borrowers. It is the first time it was done 
in REA. Now that the backbone lines of these rural systems have 
been built, we need to determine just what the expected investment 
must be in terms of keeping that service adequate. 


SURVEY OF EXPANSION PLANS 


We made a survey and asked each borrower to submit what it 
thought it would put into the plant in the way of money regardless 0! 
source, because they really have two sources. Most of the money 
comes from loan funds from REA. Some borrowers choose to use 
their own general and operating funds, where those are available to 
supplement the loan funds. About 85 percent of our electric-dis 
tribution borrowers responded to our survey, and returns were ei 
panded to 100 percent. On this basis, it appears that the distribv- 
tion borrowers expect to install about $202 million worth of new plant 
in the next fiscal year. At the same time, they plan to submit $156 
million in loan applications for construction. That might be exten- 
sion to serve additional consumers; it might be increases in capacity; 
it might be generation or transmission on these distribution systems. 

Of course, as you go each year after 1956, you get a little less definite. 
You cannot exactly forecast because of the individual growths of the 
various segments of these systems. Indications are that both the loan 
and construction demand will continue at relatively the same levd 
through 1960. 
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INCREASED CONSUMER COVERAGE 


It is also indicated that at the present time these borrowers have 
ready put into their plant about $122 million of funds which they 
nave received for payment for service rendered to the consumers. 
hey expect to continue to connect new consumers at the rate of 
125,000 each year through 1960. That includes both farm and non- 
arm rural consumers. 

[ think there is a trend to increased connection of the nonfarm rural 
onsumer. New families are establishing themselves outside of 
incorporated areas and along the lines already in place and operated 
by our borrowers. ‘ 

Applications for loans for generation and transmission facilities 
apparently will account for almost one-third of anticipated loan needs. 

hat is well above the percentage which has prevailed up to now. 

In addition to that, borrowers expect to increase their requests for 
loans to finance under section 5 of the act. In other words, to finance 
onsumer equipment and appliances. Those are the main points 
covered by this survey. 

In most States, we have had good response, and from no State have 
ve had no response in which we have operating systems. 

Mr. Deane. I would like to say for the record that I have watched 
with a great deal of interest and appreciation the leadership of this 
committee on the floor of the House in dealing with the budget 
involving the Department of Agriculture and particularly this subject 
of rural electrification. 

I think that Mr. Whitten, Mr. Andersen, Mr. Marshall, and Mr. 
Horan have made significant contributions to the cause of rural 
eectrification. As a new member of this committee I want to voice 
my full support of this program. 

I have 6 REA cooperatives with headquarters in my district and 
some 8 cooperatives serve my district. This further indicates my 
tremendous interest in this program. 


DELINQUENT BORROWERS 


I note where you say here that 14 are delinquent in their own 
repayments. 

Would you furnish sufficient copies of the 14 delinquents for the 
membership of our committee. 

Mr. NetsEeNn. We will be happy to do that. 

Mr. Deane. At this point, if you gentlemen are prepared, let us 
take a few of these cases and discuss any one that you want to. 
Indicate the amount of the arrears. 

Off the record. 

(Discussion off the record.) 


LOAN LOSSES 


_ Mr. Deane. What is the total loss experienced by REA since its 
inception and the total amount of money that has been loaned to the 
cooperatives? 

; a Strona. The total amount of money loaned to the cooperatives 
0 date 
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Mr. ParTrRIDGE. $2,959,215,023. 

Mr. Strona. And the total loss, including principal and interest, 
$37,230.05. 

Mr. Herzoa. There is also a small loss in New York which makes 
the total figure $44,478.13. 

Mr. ANDERSEN. Mr. Strong, will you place in the record at this 
point your analysis in percentage of the total loans as to what the 
loss constitutes. I know it would be a small fraction of 1 percent, 
but I would like that fraction of 1 percent in the record. 

Furthermore, I would like to comment, Mr. Deane, that any busi- 
ness which can do business through the years with such a small fraction 
of loss is certainly to be commended. - 

I have often said that if the average banker could do business with 
the assuredness of less loss than what REA seemingly has done until 
this time, he would feel he was in a pretty good position financially, 

(The information referred to follows:) : 


The losses incurred constitute about fifteen ten-thousandths of 1 percent of 
the total amount loaned. 


Mr. Drang. I certainly agree with those statements, Mr. Andersen. 
Mr. Nelsen, I would have gained from your statement that the REA 
program presented a discouraging picture. I do not think that you 
intended to give that kind of a picture, did you? 


IMPROVEMENT OF FINANCIAL POSITION 


Mr. Netsen. No. The purpose in mentioning the 248 was mainly 
to alert them to get their operations in order so that when their pay- 
ments come due, they are ready for them; by alerting them to that 
problem, we have been able to improve their financial position nation- 
wide, which is what we are trying to do. We want them to be aware 
of their pending obligations. 

Mr. ANpDERSEN. Would it also not alert your organization at the 
same time to maintain the proper inspection service nationwide? 

Mr. Neusen. That is right; very much so. 

Mr. Deane. The only other observation I will make is the fact 
that I noticed in my State of North Carolina that the various coop- 
eratives have united under the Tar Heel Electric Membership Asso- 
ciation. The various corporations compare notes, study mutual prob- 
lems and in many ways assist each other. 

I was wondering if that is characteristic throughout the various 
States. Are they rather loosely independent groups? 

Mr. Neusen. I would say it is fast becoming an example that is 
being followed. 

Let us take the State of Arkansas, for example. I was down there 
about a month ago, and they have had five meetings all over the 
State where managers compare notes and examine their financial 
picture, examine costs, see how they can improve their operations, 
and by that processing of alerting them all over the country, which 
we are trying to do, gradually the position of the cooperatives 1s 
being improved, and I would say the example you cite is fast becoming 
prevalent all over the country. 

Mr. Deanr. I believe that is all. 

Mr. ANDERSEN. While we are on the subject of the splendid 
record of repayment of the REA as far as its oulieshinns to the Treas- 
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urv is concerned, I think we should recognize that back of these 
splendid records are the more than 1,000 REA boards throughout the 
Nation, constituted of farmers. This is a fine reflection on the in- 
telligence and business ability of the farmers of America, who have 
handled this program in such a good way. 

Mr. NELSEN. i buy that 100 percent. 

Mr. Natcuer. Mr. Chairman, we all realize that REA is one of 
our great achievements. 

REA has meant a great deal to my home State of Kentucky, Mr. 
Nelsen. As you know, in my congressional district we have four 
cooperatives. Several of your statements have impressed me very 
much. On page 1, you stated that— 


We have been meeting fully the loan needs of the more than 1,000 rural electric 
cooperatives and other borrowers, and we will continue to do that. 


OPERATING ECONOMIES AND SPEED IN HANDLING LOANS 


On page 2, Mr. Nelsen, you further state: 


One of the main ways in which we have done this is by speeding up our handling 
of loan applications. We have adopted a fast, hard-hitting type of organization, 
and we have cut the loan process down to a minimum for those borrowers which 
are well established and have good operating records. 

Another statement, Mr. Nelsen, that you made that impressed me 
ison page 6. Here you state: 

Even with the great expansion in the telephone program, we have been able 
to make an 11-percent reduction in the total number of REA employees since 
1953. As chart 5 shows, the reduction in the electrification staff has more than 
offset the necessary increase in telephone personnel. 

The statement in regard to speeding up the loans is that the present 
system or the system which you hope to use. 

Mr. NExLsEN. It is the present existing operating system that we use. 

Mr. Natcuer. This reduction as far as personnel is concerned is 
of interest tome. Will this reduction in any way hinder this program, 
Mr. Nelsen? Will it put you and your department in a position where 
the processing of loans will be. slowed down to any extent? 

Mr. Netsen. We do not believe so. 

Mr. Narcuer. From time to time in the past, you have had com- 
plaints from cooperatives in good standing financially as to the speed- 
ing up of loans. You have had complaints from time to time, have 
you not? 

Mr. Netsen. We have had no complaints from any of the coopera- 
tives, to my knowledge. We have had statements made to the effect 
that the program has slowed up, but actually the records do not 
substantiate those statements. 
_ For example, may I call to your attention that at this same meeting 
in Little Rock, I spoke at the dinner meeting, and immediately to my 
right, the president of the State organization was quite complimentary 
because he had received his half-a-million dollar loan in 40 days, and 
his next-door neighbor piped up and said that he had received his in a 
minimum amount of time, 29 days. That is because of the fact that 
we believe now the record of the co-ops is such that we can check some 
cooperatives by their performance, whether their credit rating is any 
good, and, if it is, there is no point in our spending any time checking 
red tape and so on. 
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Mr. Natcuer. So, you have had no complaints. 
Mr. Netsen. We have had no complaints. 


PERSONNEL REDUCTION 


Mr. Narcuer. The thing I have in mind is this, Mr. Nelsen: Like 
every member of this committee, I believe you and every member of 
soe Department have done a fine job. I say that to you advisedly, 

ut I am wondering about this cut-down in personnel. I, for one, do 
not believe that there should be any reduction as far as the REA pro- 
gram is concerned in personnel if such a reduction will place your De. 
partment in a position where loans will be slowed down to any extent 
and proper service cannot be rendered. How do you feel about that, 
Mr. Nelsen? 

Mr. Netsen. Correct me if I am wrong, Mr. Zook, on the reduc- 
tion in force. 

It has not been in the number of people who process loans. In 
auditing, for example, we have cut back, which was the procedure 
of a previous administration to gradually let the cooperatives get a 
CPA in a local area when they needed them and hire them at a cost 
much cheaper than we could afford to have them because of the 
extensive amount of travel which was involved. We found that our 
auditors could not be there when they were needed or when they were 
wanted, so that is one field in which we receded. 

We may also take the example of the home economists. It was 
spread so thin that actually it was ineffective, and we receded in that 
position, also, but I believe I am correct in stating that as far as 
processing of loans, our personnel in the Washington office has not been 
cut back in any way that would retard the businesslike administration 
of this program in Washington. 

Mr. eek. As a matter of fact, we have probably taken steps to 
help that situation by combining operations and loans under one 
supervisory head within an area so that you have a meshing of effort 
there and thereby speed up the process. 

Mr. Natcuer. Mr. Nelsen, as I pointed out to you a few moments 
ago, I definitely will be against any reduction as far as personnel is 
concerned if it affects your program. Has there been any delay as 
far as your Solicitor’s Office is concerned in approving legal matters 
concerning loans. 

Mr. Netsen. I do not believe so. I think we will all have to admit 
that we suffered a tremendous loss when Mr. Blackburn died. He 
has been with this program since the start of it, and one of the most 
wonderful people I have known. He did not wake up one morning, 
and we all suffered, but we are gradually making the necessary 
adjustments. 

Mr. MarsHALL. This committee regrets his passing. The com- 
mittee all had a high regard forhim. He appeared before this comittee 
on a number of occasions, always well informed and able. 


AMOUNT OF REA LOANS 


Mr. Narcuer. Mr. Nelsen, in your statement, you pointed out 
that last year there were $167 million in rural electrification loans; 
is that correct? 
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Mr. Netsen. That is correct. 

Mr. Natcuer. And that would probably be about the same 
amount for the present fiscal year; is that correct? 

Mr. Newtsen. Yes; that is about right. 

Mr. Natcuer. Do you anticipate making loans in the approximate 
amount of $185 million for the fiscal year 1956? 

Mr. Newtsen. That is right. 

Mr. NatcHer. You presented to this committee certain charts 
showing electric loans. What is the amount for the fiscal year 1953? 

Mr. NeELseN. $165 million. 

Mr. Natcuer. Just slightly under 1954? 

Mr. NELSEN. Yes. 

Mr. NatcHer. What about 1952? 

Mr. Netsen. $166 million. 

Mr. Narcuer. Just a million under 1954? 

Mr. Newsen. Yes. 

Mr. Narcuer. What about 1952, Mr. Nelsen? 

Mr. Netsen. Going back, starting in 1949, the total amount of 
loans was $449 million. 

In 1950, it dropped a little bit. In 1951, it dropped to about $222 
million, and in 1952 we leveled off at about $166 million, $165 million, 
$167 million, which is where we stand now. 1949 was the peak year. 


KENTUCKY POWER SUPPLY 


Mr. Nelsen, are you acquainted with the situation in Kentucky 
generally? 

Mr. Neusen. I am. 

Mr. Narcuer. You pointed out in your statement certain matters 
concerning Kentucky, lowa, and New Mexico. We people in Ken- 
tucky are very proud of the present REA situation. For a period 
of about 10 years we had the question of our new large generating 
plant in the courts and before the Public Service Commission. ‘This 
generating plant was approved about a year ago, is that correct? 

Mr. Neusen. It was a little over a year ago. 

Mr. Narcuer. How many generating loans have you made for the 
State of Kentucky and what do they amount to? 

Mr. Neusen. The east Kentucky loan had been made, Mr. Con- 
gressman ; $13 million was under a stop order, and the stop order was 
placed by Mr. Wickard, the former Administrator, because of things 
that had to be straightened out. That stop order was released by 
myself, which then, in gurn, evolved the east Kentucky generation 
plant which is a very large one. 


GENERATING LOANS IN KENTUCKY 


Mr. Narcusrr. Mr. Chairman, if there is no objection, I would like 
to have inserted in the record a statement as to the number of gen- 
erating loans made in the State of Kentucky, locating the particular 
place and the amount. 

(The information requested is as follows:) 
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Loans Mave In Kentucky For GENERATING Facititizs, From InceEptioy OF 
THE PROGRAM 


—_ one borrower in Kentucky has received loans for generation, as folloy, 


East Kentucky Rural Electric Cooperative Corp., Winchester, Ky. 
Amount of loay 
Date of loan: Sor generation 
Ons. 0 0008... SAM ere lal alas eallliinta $1, 200, 00 
RMI AII Gs 6 icindkocee igs acaetebaiehiunadauimnnneh 5, 490, 30) 
BRR tit enaldninidsvmercburicninmieibncdés anaemia 6, 707, 539 


EAST KENTUCKY GENERATION PROBLEM 


Mr. Narcuer. For the benefit of these other gentlemen, Mr. Nd. 
sen, I wonder if you would explain what took place in Kentucky 
far as this last east Kentucky loan matter was concerned. 

Mr. Neutsen. The whole process? 

Mr. Narcuer. Just briefly, what took place in Kentucky? 

Mr. Neusen. The east Kentucky generation problem tied up in 
the courts, as you indicated. One of the first big issues that we had 
to settle was that one. 

We called a meeting in Washington at which about 45 of the former 
directors attended, and I believe five power-company people who wer 
involved in this whole State picture also attended. It was agree 
that they would let REA come in there with a consultant engineer to 
try to figure out if there was not some way in which agreement coul( 
be reached and to determine if there were not some way in which we 
could break the deadlock that existed in the courts over a period 0! 

ears. 

% We hired an independent consultant engineer who went in there 
and sat down with the cooperatives and utilities companies. After 
a long series of conferences, they agreed that everybody would agree 
no longer to disagree, shall we say, and they worked out an integrated 
system whereby a transmission that might exist that belonged to the 
cooperative would be used by the power company in some cases. 
Where the transmission system that was belonging to the utilities 
that would be used also by the cooperatives. They would join thei 
systems together. 

The Kentucky cooperatives then would install generation which 
they have done and the plant is now operating. 

At a time when needed capacity would come in, the power companies 
would put in their share, tying the systems together with the powe 
companies, TVA and everything tied into one system. 


LARGEST GENERATION PLANT IN OPERATION 


It is estimated that $3 million was saved in the process, and the 
66,000 kilowatt-unit we loaned for is the biggest ever financed by 
REA. Their plant will have a capacity of 110,000 kilowatts, which 
is also the largest in the business. A 

In the negotiations between the co-ops and the Kentucky utilities, 
agreements evolved which spelled out the loads that were to be 
served by the power companies and loads to be served by the coop 
eratives. This was included in the so-called controversial section ! 
of the contract. In REA, we have never proceeded in our policy 
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spell out such arrangements in exactly that manner, and our feeling 
was not to approve that section 9. However, the request from the 
cooperatives and from the other authorities in the field led us to 
finally agree after we got the section 9, as we thought, liberalized to a 
point, so I did not think it would hurt anybody in the State of Kentucky 
at all. In fact, I think more has been gained than lost. 

However, it does disturb us to some degree. The cooperatives 
have been very happy that their long sought after dream has been 
realized, and we thought we made the best deal under the circum- 
stances. I think the farmers agree. 

Mr. NatcHer. I want to thank you for your fine statement. 
[ wanted these other gentlemen on this committee to hear the 
Kentucky story. 

As I pointed out to you a moment ago, we are proud of REA in 
Kentucky. You have done a fine job, and I say. that to you advisedly. 
The people in my section of Kentucky believe in REA. 

Mr. Chairman, that is all I have to say at this time. 

Mr. ANDERSEN. I believe, Mr. Nelsen, 2 years back you had as- 
sumed office too late to appear before this subcommittee and your 
first official appearance before us was in behalf of the last fiscal year 
appropriations? 

Mr. NELSEN. Yes. 

Mr. ANDERSEN. I recall at that time this subcommittee was inter- 
ested mostly in one general topic and that was in relation to your 
personal opinion as to how loans for generating and transmission 
facilities should be made. We questioned you rather extensively on 
it. I personally did not need to be satisfied on that issue because 
I knew of your work in previous years when, for example, you ap- 
peared, along with myself, before the Senate committee asking for 
the Bureau of Reclamation transmission line from Big Bend, S. Dak., 
into Granite Falls, Minn. I recall at that time that you were on the 
board of directors of 1 of those 20 REA associations who cooperated 
in that particular hearing. I would like to point out to the sub- 
committee that there, in my opinion, just as in Kentucky, was an 
example of how private utilities and people interested in REA co- 
operatives could get together and really accomplish something worth- 
while for the good of everybody. I am proud of what we were able 
to accomplish by teamwork on the one hand with the 20 REA coopera- 
tives, and on the other with the 3 large private utilities, in working 
out a general plan toward bringing in Missouri River power to western 
and central Minnesota. I want to say for the benefit of the sub- 
committee that I feel that the fact that Mr. Nelsen is so concerned 
about this formula, as we have discussed previously here today, 
proves to me that he is also deeply concerned about the assuring of 
sufficient loan funds for generating and transmission facilities. 

I am glad to see that you are concerned about that Mr. Nelsen, 
because I have always felt through the years that I have been on 
this subcommittee, and the 16 years that I have been in the Congress, 
that the most essential one factor in REA is the preserving for our 
REA associations the right to produce power if they cannot secure 
ample power at reasonable rates otherwise. 

Mr. ANDERSEN. One further observation, Mr. Chairman. I think 
we should also emphasize in these hearings that because of the fact 
that REA does exist, there has been created new businesses in every 
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one of our small country towns throughout America in the line o 
providing electrical appliances and everything that goes with electri. 
fying farms. From such creation of new business we have inject 
millions of dollars into the economic bloodstream of our Nation, | 
think we have something to be very proud of in REA, and I personally 
agree with Mr. Natcher that we do not intend in this program to agre 
to any reduction in personnel which might result in any way harming 
the program. 

You have a very important program here, Mr. Nelsen. You have, 
great responsibility. I think you are doing a fine job and we want t 
give you every possible implement to doso. That is all, Mr. Chairman, 

Mr. MarsHauu. Mr. Horan. 


PERCENTAGE OF ELECTRIFICATION COVERAGE 


Mr. Horan. I am interested in the modernization of the REA 
formula myself, and I wonder if at this time you could supply for the 
record a list of the States and the percentage of electrification as of 
the most recent date you can get? I notice in last year’s hearings we 
had a list of the progress with respect to the electrification of farms 
and only 18 States were below 90 percent then and only 7 were below 
87 percent. I have every reason to believe that within the las 
18 months, or 2 years, probably those percentages have been stepped 
up in most instances, with the emphasis being on the electrification of 
farms which are not now electrified. The formula, of course, should 
give a rapid increase, and quite an impetus to the electrification in 
those 18 States below 90 percent. Can you supply that? 

Mr. Neusen. We will supply that for the record and see that it is 
with your secretary. 

(The information requested is as follows:) 
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Status of farm electrification June 30, 1954 


y : Number of Percent of Number of | Percent of 
Stat | er. farms electri- | farms electri- ‘farms unelec- | farms unelec- 
State 1 105041 fied, June | fied, June trified, June | trified, June 

’ 30,1954 | 30,1954 | 30, 1954 30, 1954 


Total. ...cnscccccesacsav== | 5, 382, 134 | 4, 965, 962 | 


Alabama---.- | 211, 512 | 185, 527 
Arizona. .-- 10, 412 9, 652 
| 182, 429 | 154, 485 
| 137, 168 129. 908 
Colorado . 45, 578 | 42, 751 
Connecticut 15, 615 | 15, 599 | 
Delaware 7, 448 | 6, 974 
Florida 56, 921 48, 555 
Georgia 198, 191 183, 746 
Idaho 40, 284 39, 356 | 
Illinois- -- 195, 268 187, 305 | 
INGIANB.. oc ccnccceccccssccsusesss 166, 627 161, 665 
Iowa ; 203, 159 | 197, 333 
Kansas 131, 394 123, 299 
Kentucky. _ 218, 476 199, 625 | 
LOURDG.. oncccccbasotiaseeeeees 124, 181 | 114, 917 
Maine ; 30, 358 | 26, 651 
Maryland. , 36, 107 34, 403 | 
Massachusetts 22, 220 20, 483 
Michigan 155, 589 152, 228 
Minnesota .... - eshendinipaigh a earitine 179, 101 | 172, 459 
Mississippi 251, 383 | 187, 613 
Missouri 230, 045 212, 087 
MONTANA. .. . ccccpucewashecccs 35, 085 30, 795 | 
Nebraska . 107, 183 103, 298 
Nevada---- 3, 110 | 2, 126 
New Hampshire--_- beac 13, 391 13, 144 
New Jersey-.-.- 24, 838 24, 106 | 
NOW DIGIN... capateeseecoasean 23, 599 | 17, 588 | 
New York 124, 977 118, 073 
North Carolina 288, 508 279, 685 
North Dakota 65, 401 56, 743 | 
Ohio 199, 359 195, 548 
ORMOME. cc0ckcadaienaneescewe 142, 246 119, 148 
Oregon 59, 827 58, 863 | 
| ee ae. | 146, 887 138, 143 | 
Rhode Island 2, 598 2, 441 
139, 364 122, 911 
66, 452 61, 582 
Tennessee 231, 631 220, 883 
Texas 331, 567 292, 124 
Utah fs 24, 176 23, 725 
Vermont 19, 043 18, 186 
Virginia 150, 997 | 146, 467 
Washington 69, 820 | 69, 168 
7 81, 434 71, 493 | 
Wisconsin 168, 561 | 161, 725 | 
Wyonin®..x0 sichsinaniduere seen 12, 614 11, 376 | 


~ — | 
Sor cr si bo 


— 


& OO 
_ 
mS 5 
rNwOCK OWI KN OWwWww ! 


PHN EPNBSD OPN 





_ 
> G9 b= bP 9 SO D0 DO SAN 


to 


Qnwowdr It Onto 


NN 
o m= 


a bo 
$2 29 ON TUDO GOO IH 


NK aI owaaq 


— 
w 


a DOH COOH DO RON AWDWN WDE DROONNWAOW NNN 
~e 


— 


NODrK OCH “Ibo 
o 





oo 
wOmooamnt 


aoonm 


@Orenwo 


11950 U. S. Census of Agriculture, 
Source: REA Unelectrified Farm Survey, June 30, 1954. 


PURPOSE OF LOAN-FORMULA CHANGE 


Mr. Horan. I understand that your request for modernization of 
the formula or its elimination is to enable you to do, as I understand, 
what was done in Kentucky. You want to do the same thing in the 
Colorado area? 

Mr. Nevsen. Yes. We felt that with the formula in some cases 
Where there was a pileup, shall we say, of need, we might be con- 
fronted with problems that we have not anticipated properly, which 
could be said of Colorado at the present time, and that with that 
formula our hands would be tied to such a degree that if we did not 
guess right we would find ourselves in an embarrassing position of 
not being able to meet the needs of the program. After looking at it 
carefully, we decided that, after all, there was little chance that any- 


58682—55—pt. 3-31 





1488 


body would be in the position of getting out of bounds in any Staip 
because the farms were nearly completely electrified and the ney 
loans would be loans to heavy-up systems as the need existed. ’ 

Mr. Horan. Why could you not modify the formula by statin: fpf 
then that 50 percent of the new funds were to be applied in State | 
which had generation or transmission problems? of | 

Mr. Nevsan. We would be glad to examine that. I would want Hina 
as Senator Rockley used to say back home, to take it under advisement 
and examine it. 

Mr. Horan. I have no quarrel with it. This was quite an item of 
discussion, and I do know that interconnections and amalgamatio, fin: 
of systems on as broad as possible a grid leads to economies an( 
better service. It is all to the good and you appear to be moving in 
that very direction, for which I am very happy. Dpe 


INSTALLATION AND MERCHANDIZING LOANS 


I notice under section 5 that you can buy almost any kind ¢ 
equipment through the use of REA loans. I have no particula 
quarrel with it, but I would like to have Mr. Scott explain to m 
why it would not be more orderly from the administrative approach 
if we reserved those rights to the Farmers’ Home Administration. 

Mr. Scorr. Mr. Horan, we have discussed that credit service which 
REA can provide to their patrons out there, and it is not the intention 
certainly of the Department, and I am sure, from my discussion with fijas 
Mr. Nelsen, of REA, to get into the field of extending credit in com-fijen 
petition with local banks and other sources there that is not called 
for in the long-term interest of their borrowers. We hope that, 
through good working relations with local lenders, we can encourage 
them to step in here and do some good and make proper loans ther 
to the users of power on the REA system. 

There is this very real need, which we all recognize, of improving 
the service through sound use of more equipment and facilities, and IRE 
the benefit that that has to the borrowers of REA in stepping up their 
revenues, and the ultimate security that that reflects to the Gover- 
ment’s pay-out of the loan. 

However, we are conscious of the problem there that we are work- 
ing on and do not intend to see them get into a field of unwarrante( 
competition with other lenders. 50 

Mr. Horan. It further aggravates the whole field of the taxing of 
cooperatives. 

Mr. Scorr. That is right. 

Mr. Horan. Because local people that have stores feel that they 
pay every tax in the book and that they ought to have some rights 
that market. On the other hand, I am against the taxing of cooper 
atives, as some people want, but I have talked it over with the heat 
of my own REA’s, and I find them pretty reasonable about it all, an¢ 
not desirous of getting into too many fields that would aggravate the 
situation. As far as anyone being able to buy this equipment, | sup- 
pose that is the reason for it, for household equipment. 

Mr. Newtson. Maybe Mr. Strong can speak on that pom 
Actually, I think you are referring to merchandising. 

Mr. Horan. Both of them; also irrigation. 
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LOAN MONEY NOT USED FOR DIRECT MERCHANDISING 
V State 
he nev Mr. Nevsen. Mr. Strong, will you speak on that point? 
Mr. Srrona. Mr. Congressman, under section 5 of the Rural Elec- 
Stating Mrification Act, the purchase of and installation of electrical equipment 
States fi/r plumbing, which of course involves electrical equipment in the way 
{ pumps, washing machines, lots of times, and such things, can be 
1 want Mpnanced. That money, however, is not available to the borrower 
Sement Mooperative for the purpose of going into business itself in merchandis- 
ne or installing that equipment. 
item of # The cooperative borrows the money from REA and then serves as 
mation Mnancial agent for those dealers in its service area who sell and install 
es and hat equipment. We do not permit the use of that section 5 loan 
ving inf™money for the financing of the direct sales of merchandise by co- 
pperat ives. 
It has been the policy in the past, and it continues to be the policy 
pf REA, to discourage direct merchandising by cooperatives. 
. . /@ Mr. Horan. In other words then, the money that is borrowed is 
ind of Myent at their local stores? 


‘ticular 

to me ELECTRIC SALES PROGRAM 

proach 

on, Mr. Strona. That is correct. That is the net effect of it. The 


which MMpolicy, as I say, of REA has been and continues to be to discourage 
tention filirect merchandising by cooperatives and in recent months, within the 
nm with Mast 12 months, a very strong policy has been put into action of 
Dn con-Mimencouraging the cooperation of cooperatives with all interested persons, 
called including primarily the dealers in their service areas, in the mer- 
» that, Hthandising of this equipment. To accomplish that, and working 
ourag Mithrough a voluntary group known as the Interindustry Farm Electric 
3 there MMUtilization Council, REA has brought about a teamwork between the 
Jectrical manufacturers of the Nation, from the top people right on 
roving Mdown the line—the electric companies, the electric cooperatives,the 
s, and MBExtension Service, the wiring contractors, the pump manufacturers, 
p their MMall of the people who have to do with the producing or the selling of 
overt Melectrical appliances, of plumbing equipment and appliances, and the 
ducational end of it, through the Extension Service, and State agri- 

work- H@cultural colleges. 


ranted In 33 States there are now set up State councils to promote that 
; sort of teamwork, all aimed at getting the local dealer into the business. 
‘ing of In some instances, however, it has been found that either there is 


lack of dealerships in the area, or a lack of aggressive dealers, to an 
extent which handicaps the cooperative in its efforts to build up the 
t they Hconsumption of electricity. 

shits to Where that situation exists, REA has said very frankly, and it is 
ooper four plan to continue to do so under those special circumstances, that 
heads #if it cannot be solved in any other fashion, then we are going to close 
lI, and Hour eyes to “your going into the merchandising business.” That in 

" the MRitself has served to spur these dealers on to get out and do a job. 
Sup- 


COOPERATION WITH DEALERS 
point. 


Only yesterday there came to my attention from Georgia the case 
of | cooperative serving an 8-county area, where every local electrical 
dealer is teamed up with that cooperative to do a sales job on appli- 
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ances, and they are getting out and merchandising those appliang 
throughout that entire cooperative area, with the result that {h 
cooperative for the last 3 years now has had average kilowatt-ho 
increases ranging -from 20 to 27 percent, far above the national aye, 
age. That co-op is in excellent financial shape today. 

We hope through this program, instituted first at the nation 
level during the first year, and now being broken down to the Sig 
and local levels, that every or almost every cooperative system in th 
country can be brought to a sound financial position within the ne 
several years. 

Mr. Horan. Thank you. That is an excellent answer. 


PURCHASING OF FARM EQUIPMENT 


How about this purchasing of farm equipment, such as sprinkle 
and other things that require the use of power? 

Mr. Scorr. Mr. Horan, I think as a rule it is advantageous to th 
farmer where he has to borrow money for the purchase of any typ 
of equipment to get that from his source of credit where he borrow 
his operating funds. Otherwise there is likely to be a scramble {i 
his income at the end of the year among his creditors, which is ng 
going to be to his best advantage. If he can get his credit from hi 
banker for this heavy equipment, certainly that is going to make 
sounder loan for him, and that is our general approach to this finan 
ing. 

TRANSFERS FOR PENALTY MAIL COSTS 


Mr. Horan. You have some transfers here. You have some trans 
fers for the Agricultural Economics, listed in the justifications, of 
little over $100,000. What is that for? 

Mr. Grant. That transfer was made in the fiscal year 1954 from 
the salaries and expenses appropriation of REA to the Bureau @ 
Agricultural Economics, to help finance the penalty mail costs of the 
crop estimates work. 

You will recall that in 1954 the Congress enacted the penalty-mal 
law requiring Federal agencies to pay the cost of handling such mail 
This transfer, together with others, covers the crop estimates mailing 
costs. 

Mr. Horan, Is that a good way to run a railroad? 

Mr. Grant. In that particular situation, Mr. Horan, this appeared 
to be the best alternative. 


EXPERIMENTAL WorRK 


Mr. Horan. You do have some experimental work going on in tle 
REA? 

Mr. NE sen. Some. 

Mr. Zoox. We do have some in both the telephone and in th 
electric programs. For both programs we have an experiment will 
the Forest Products Laboratory with respect to pole tests. We hart 
a setup with the National Testing Laboratory, where certain tests 
equipment to be used by borrowers are made. I think they are tle 
two major ones at the present time. 

Mr. Horan. Are you making any experiments to enable REA and 
RTA to use the same transmission lines? 








tel 
cal 


an 
re 





h mail, 
nailing 


t wit 
> have 
asts of 
re the 


A and 


1491 


Mr. Zoox. I believe Mr. O’Shaughnessy can probably speak to that. 
Mr. O’SHAUGHNEssyY. Yes. 


JOINT USE OF POLES 


Mr. Horan. I recall at one time we had some difficulty with the 
orest Service and the Forest Service had the same poles in the same 
rea. 1 wonder if you have had experimentations to enable them to 
io that, because, on the face of it, it looks like an ideal setup, if there 
s no conflict. 
Mr. O’SHauGunessy. That was probably when the Forest Service 
vas using grounded telephone circuits. 
Mr. Horan. Then, you are conducting experiments in that situa- 
; 9 
. O’SHauGuHnessy. Yes. 
. Horan. What are some of your other experiments in that 


. Strona. Just to set the record straight, I think that Mr. 
)’'Shaughnessy would like a minute to explain that it has gone 
beyond the experimentation stage in connection with joint use of 
poles. 

Mr. O’SHAuGHNEssy. Yes. It is being used throughout the 
country. 

Mr. Horan. What other experiments are you conducting? 

Mr. O’SHAuGHNEssSy. We are working with experiments on rural 
telephony, so that we can reach the thinly populated areas which we 
cannot do with the existing facilities 

Mr. Horan. What do you mean by that? 


RADIO-MICROWAVE TRANSMISSION 


Mr. O’SHauGuHNEssy. I mean by that that we cannot use poles 
and wires in a number of cases, and have a feasible loan. We have to 
resort to other means. 

Mr. Horan. What are the other means? 

Mr. O’SHAavGHNEssy. Other means being radio, or microwave, 
as we call it, carrier equipment, where you can get several channels 
of conversation over one pair of wires. 

Mr. Horan. This is a rural telephone? 

Mr. O’SHauGunessy. Yes; this is all rural telephone. Those 
developments are coming along. They are not expensive to REA 
because manufacturing companies are working with us on it. 

Mr. Horan. Are you doing anything on TV? 

Mr. O’SHauGunessy. No, sir. 

Mr. Horan. I have some of the best TV in my district, way up 
the canyon some place, where you could not possibly get a coaxial 
cable, You could not, because there is not enough population. 
They are using reflector stations, but they have been ruled off the 
arr by the FCC, and we are trying to get them back into operation. 
It is pretty nice, living about 60 miles from the railroad, to have tele- 
vision. 

Of course, using rural power I do not think would save REA if 
we got in a pinch, but it might be something to look into here. 

What experiments are you making in the electrical field? 
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SECTIONALIZING OF ELECTRICAL SYSTEMS 


Mr. Zook. In addition to those that I mentioned, Mr. Horg 
there are a few others, one which would certainly have a bearing q 
those systems operating in your general area there where the loads 
are increasing to such a great extent that we now have problems 
adequately, what we call, sectionalizing those systems; in other word 
to have them operate such that the smallest number of consumer 
will go out if there happens to be something go wrong with the lin. 
or something like that. 

The equipment which we now have we already foresee will be oui. 
grown as these loads increase, and we must provide for getting tly 
manufacturers interested in doing the necessary experimentation anj 
research to get that type of equipment available when it is needed, 












USE OF ELECTRICITY ON THE FARM 


Mr. Horan. Are you conducting any experiments in the use ¢ 
electricity on the farm? Are there any further refinements of hay- 
drying, or the drying of corn, and that sort of thing? 

Mr. Zoox. We have some of those, more on a practical demonstn. 
tion basis ourselves. We are cooperating, of course, with the extensio 
colleges, who have done considerable work on that. 

One of the things that we are discussing at the present time is tl 
possibility and practicability of trying to work out something where: 
complete process on the farmstead could have applied to it the stan¢. 
ard components, which could be readily manufactured. 

The processing, for instance, of feeds and grains, and the mixing o/ 
them in the proper components, and the distribution of those feeds 
could be one complete process, in which the electrical component 
would fit into the various stages. 

Mr. Horan. All of this, I assume, is in conjunction with the Bureai 
of Agricultural Engineering? 

Mr. Zoox. That is right. And Agricultural Economics. Thos 
and the Extension Service work through the State colleges. 


LOANS REPAID IN FULL 


Mr. Horan. Are there any co-ops completely out of debt? 
Mr. Zoox. Yes, sir. 

Mr. Horan. Could you supply a list of those for the record? 
Mr. Netsen. We can. 

Mr. Horan. And their names? 

Mr. NELSEN. Yes, sir. 

(The information requested is as follows:) 
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Schedule of electric borrowers other than locker plants whose loans have been paid in 


Num- 


State or possession ber 


ow 
Pr 


Alabama 
Arizona 
Do 
Arkansas 
California 
Do 
Do 
Florida 
Do 
Georgia 
Do 
Idaho 
Illinois ---- 
Indiana-.. 


a3 62 bo 
nob NI bo ee DD 


Do 
Do.! 
Iowa 
Do 
Do 
- Do 
Kansas ! 
Kentucky ! 
Louisiana 
Deiaigeansakn™ 
Missouri ! 
New Mexico-- 
New York as 
North Carolina __.--| 


Oklahoma 
Oregon 
Do_. aaa 
South Carolina !____| 
Tennessee 
Do 
a exdehden 
Pee ans ka Oe 
Do 
Texas ! 
Utah 
Virginia ‘ 
Washington 
Do 
Ne te ae 
Do. 
Do. 
Do 


Wyoming 
Virgin Islands 


| 
| 
| 
} 
| 
| 


full as of Dec. 31, 1954 


Borrower 


City Power and Water Department 


| Stonewall Electric Co 
San Carlos Irrigation and Drainage 


District 
Arkansas Power & Light Co 
Imperial Irrigation District 


| Mesa Electric Cooperative, Ine 


Klamath River Electric Cooperative, Inc_ - 
Florida Power Corp 

Florida Publie Service Co 

Crisp Farmers Cooperative Corp-- 

Georgia Power & Light Co 


Long Valley Power Cooperative, Inc 


| Suburban Electric Corp 


) | Henry 


County Rural Electric Membership 


Corp. 
Public Service Co. of Indiana, Inc_. 


Tri-County Rural Electric Membership Corp--.| 


Central Iowa Power Co ie 
Gowrie Rural Electric Cooperative Association 


2 | Amana Society Service Co 


| City of Maquoketa 


U tility Services Co 
Kentucky Rural E lectric Co ; 
Louisiana Ice and Electric Co., Ine 
Arkansas-Louisiana Electric C oper: ative, Ine 
Missouri Gerleral Utilities Co-_- Ms 
oe ull Electrie Co ; 

New York State Electric & Gas C orp 


T ide Water Power Co__. 
5 | Johnson County Membership Corp-.- 


Pamlico Ice & Light Co- 


Earl W. Baker Utilities Co 


} | Malheur Cooperative Electric Association _- 


Jordan Valley Electric Cooperative, Inc_- 
State Rural Electric Authority. 


2 | City of Dayton 


City of Milan 


Board of Public Utilities _- eal 


Weakley County Municipal Electric Sy stem. 
Knoxville Electric Power & Water Board 
Farmers Electric Generating Cooperative, Inc- 
Beaver Valley Rural Electric Association 


| Tidewater Electric Service Co 


5 | Public Utility District, No. 1, Cowlitz C ounty- 


Public Utility District, No. 1, of Lewis County 
Stevens County Electric Cooperative, Inc 


Publie Utility District No. 1, Clallam C ounty_- 


| Public Utility District No. 


Publie U tility District No. 2, of Grant County 


County. 


§ | Sheridan Suburban Electric Co 


| Virgin Islands Company 





| Indicates a borrower not energized. 


| Hoisington, 


| Ithaca, 
Wilmington, 


Columbia, 
| Dayton, 


1, Pend Oreille 


Location 


Sheffield, Ala. 
Trinidad, Colo. 
Coolidge, Ariz. 
Pine Bluff, Ark. 
Imperial, Calif. 
Phelan, Calif. 
Hornbrook, Calif 
St. Petersburg, Fla. 
Do. 
Cordele, Ga. 
St. Petersburg, Fla. 
Donnelly, Idaho. 
Dunlap, Hl. 
New Castle, Ind. 
Indianapolis, Ind. 
Poland, Ind 


Des Moines, lowa. 


| Gowrie, Iowa. 


Amana, Iowa. 
Maquoketa, Lowa. 
Kans. 


Louisville, Ky. 


| Alexandria, La. 
| Bossir, La. 


Rolla, Mo. 
Albuquerque, N. Mex. 
N. Y. 

N.C. 
Raleigh, N. C. 
Engelhard, N.C. 
Bethany, Okla. 
Vale, Oreg. 

Jordan Valley, Oreg. 
S.C. 
Tenn. 
Milan, Tenn. 

Paris, Tenn. 
Martin, Tenn. 
Knoxville, Tenn. 


Gilmer, Tex. 


Beaver City, Utah. 
West Point, Va. 
Longview, Wash. 


| Chehalis, Wash. 


Colville, Wash. 
Port Angeles, Wash. 


| Ephrata, Wash. 


Newport, Wash. 


| Sheridan, Wyo. 


Christiansted, St. Croix, 
ack 
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Schedule of locker-plant borrowers whose loans have been paid in full as of Dec. 31, 195; 





— 











State — Borrower Location 
Alabama............ 41 | Central Electric Refrigeration Cooperative-..._---. Grove Hill, Ala. 
PEE: 93 | Community Cold Storage Association, Inc. .-.. Camilla, Ga. 
Louisiana -........- 22 Opens Electric Refrigeration Cooperative, | Homer, La. 

ne. 
eR nckthakon dese 23 | Union Electric Refrigeration Cooperative, Inc__.| Farmerville, La, 
) a a 24 wre Electric Refrigeration Cooperative, | Haynesville, La. 
ne. 
RRR oncoditenin' 63 a Electric Refrigeration Coopera- | Mount Vernon, Mo. 
tive, Inc. 
South Carolina--._- 43 | Electric Cooperative Refrigeration Co., Inc. ---- York, S. C. 
TS ctecnemien sesh 45 — Electric Refrigeration Cooperative, | Edgefield. S. C. 
ne. . 
Penns deeis 46 | Laurens Electric Refrigeration Cooperative, Inc.| Laurens, S. C. 
DRONE chitik cnn eae 127 | Upshur Electric Refrigeration Cooperative, Inc..| Gilmer, Tex. 
Died dcnncwens 128 | Farmers Electric Refrigeration Cooperative, Inc.| Emory, Tex. 
TO Rinsakacitinnie tienes 130 | Hill County Refrigeration Cooperative, Inc------ Itasca, Tex. 
EPiiscdacehanlseel 131 | Cap Rock Refrigeration Cooperative, Inc- ------ Stanton, Tex. 
Deck aacnteil 132 | Taylor Refrigeration Cooperative, Inc...........| Merkel, Tex. 
SO cctgnpedvaien 133 | Brazos Valley Refrigeration Cooperative - _-----. Bellville, Tex. 
i a cuseenissiabin 134 | Bowie-Cass Refrigeration Cooperative, Inc... _-- Douglasville, Tex. 
eget amatendeniy 136 | Trenton Refrigeration Cooperative, Inc.........| Trenton, Tex. 
SU sh ctialk aati 137 | Shelby County Refrigeration Cooperative, Inc..| Center, Tex. 
O.4nsb <asewk 138 | Camp Refrigeration Cooperative, Inc__-_--.----- Pittsburg, Tex. 
BR et dss neislo steel 142 | Collin County Refrigeration Cooperative, Inc...| Wylie, Tex. 
BP Uicinescsnk inte 143 | Lometa Refrigeration Cooperative, Inc_.-------- Lometa, Tex. 
{a 43 | Mountain Refrigeration Cooperative-_-__-------- Hot Springs, Va. 
Bbc nuhdtininanted 46 | Southside Refrigeration Cooperative, Inc........| Crewe, Va. 
WOoencs ub S6aeck 47 | Powhatan Refrigeration Cooperative, Inc------- Clayville, Va. 
TR otcsnikndeaten 48 | Free State Refrigeration Cooperative, Inc-------- Kenbridge, Va. 


Schedule of telephone borrowers whose loans have been paid in full as of Dec. $1, 1954 





State ey Borrower Location 
InMienececk i. siscce 526 | Hoosier Telephone Cooperative, Inc_.......--.-- Indianapolis, Ind. 
Tema nn. ts el 514 | The Navasota Telephone Co..-..........-.----- Navasota, Tex. 


Mr. Marsnauu. Mr. Vursell. 

Mr. Vursevu. Mr. Chairman, as I look at the tabulations before 
me, it appears that there was appropriated about $210 million for 
REA for 1955 and that this year the Bureau of the Budget has re- 
quested that we appropriate about $230 million. I take it that 
that is for the loan fund, Mr. Nelsen? 

Ra Zook. I think Mr. Vursell has a combination of both programs 
there. 

Mr. Vurse.u. Would that be both telephone and REA? 

Mr. Herzoc. That is both programs. The request for new au- 
thorization for the electrification program is $160 million and the re- 
quest for new loan authorization for telephone is $70 million. 

Mr. Vurse.u. That is correct. I knew that—I did not express it 
that way. I had noticed that there was a division here. I would 
like to say that we have many co-ops and I think they are all doing 4 
good job. I am satisfied from listening to the testimony here today 
that you people are rendering a very great contribution to the con- 
tinuance and the furtherance of service to these co-ops, and thereby 
to the people throughout the Nation. 

From the testimony I have heard, I must commend you gentlemen 
for your leadership and executive ability, and I feel certain that you 
will carry on in the future so that you will continue to make a sub- 
stantial contribution to this great Department that has done so much 
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to bring light and power and better living to the farmers of the 
United States. 

I am impressed with the fact that with respect to these feasible 
loans, the period of waiting after an application has been filed has 
been cut down, as I understand it, by about 45 percent; is that correct? 

\ir. NeLsEN. That is approximately it. 


TELEPHONE LOAN PROCEDURE 


Mr. Vursevu. I am also impressed with the fact that you are 
proceeding so rapidly with the rural telephone service. I note you 
have made a record of reducing the time and the wait for approval 
of rural telephone applications. Does that range in about the same 
ratio of speeding up for the telephone service, or is it accelerated as 
compared with the approval of loan applications over the past years 
since it has been authorized by the Congress? 

Mr. Newsen. I think it is being speeded up by the preloan engi- 
neering approach that we are now using. However, quite frequently 
in the telephone development we find that switching contracts, long- 
line service contracts and arrangements that need to be executed in 
the field hold us up in Washington. There are so many details in the 
telephone program that are much more difficult than in the electric 
program. Therefore, it is hard to estimate sometimes how speedily 
and how soon we can approve a loan. We must wait until details are 
properly in order. If they are not in proper order and of such con- 
tractual level that we can live with them, we find that delinquency 
problems suddenly stare us in the face and we have had some difficulty 
in that respect in the telephone program. 

Mr. O’Shaughnessy, you may have some statement that you would 
like to make, in addition to what I have said. Mr. O’Shaughnessy is 
the Assistant Administrator in charge of the telephone program. 

Mr. O’SHaucunessy. I think what we have done, Congressman, is 
to speed up the period between the time of the application and the time 
that we go into construction, rather than the time between the filing 
of an application and the making of a loan. We were making loans 
probably speedier than we are today, but, after the loan was made, 
we then had to do the things that we require to be done now before 
the loans are made. 

We require that the equity, where equity is necessary, be collected 
before the loan is made. We require that the consent of the Public 
Service Commission, where required, be obtained before the loan is 
made, rather than making the loan and then having to wait maybe 
months or years, as we did in some cases, for these things to develop, 
so that we have saved time in getting into construction, rather than 
in the making of the loan. 

Mr. Vursett. May I comment that you saved your reputation 
some at the same time, by asking the people to do the things that they 
should do. 

_I had some complaints on a particular loan because of the lagging 
time of the approval, so to speak, when in fact the trouble was at the 
local level, and finally, when they got that worked out everything was 
all right and they were rather happy about it. 

_Mr. O’SHaucunussy. I recall that incident, and I recall that the 
Congressman did a lot to help us get them to move, too. 
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Mr. Vurse.u. With reference to this telephone service, you requir 
them to help themselves in the beginning and take some of the |oad 
off of the Federal Government here at the time, do you not? 

Mr. O’SHAUGHNESSY. Yes, sir. 

Mr. VursELL. Such as engineering, and some of those things, right 
at the base. 

Mr. O’SHavuGunessy. That is right. 

Mr. VursELL. You require them to get an application ready to 
present here for approval. 

Mr. O’SHavucunessy. That is right; yes, sir. 


ADEQUACY OF LOAN FUNDS 


Mr. VurssE.u. I take it that you feel confident, in view of the 
amount of money that was requested and the amount of loans that 
were made last year for 1955, that the projected loans in the budget 
requested for 1956 will be adequate to take care of both the rural 
electric and the rural telephone systems, and provide them with all 
of the funds that they will necessarily need to spend and will be able 
to spend during the coming fiscal year? 

Mr. O’SHAaucuHnessy. I am sure that is correct; yes, sir. 

Mr. Vursevu. You feel that there will be a substantial carryover 
both in Rural Electric, the REA power system, and the RTA telephone 
system? 

Mr. O’SHAUGHNEssY. Yes, sir. 

Mr. VurseE.u. I believe there was a carryover of about $25 million 
in the REA from the last appropriation, and that there is a substantial 
carryover of probably $20 million from last year that is reflected in 
this budget here? 

Mr. O’SHAvuGHNEssy. On the telephone we have an anticipated 
carryover of $10 million and we are asking for $70 million in new 
money, a total of $80 million, which is $5 million more than the actual 
amount last year and $5 million more than we expect to lend this 
year. 

Mr. Vurseuu. I was under the impression it was a little more, but 
I am glad to be corrected. 


EXPANSION OF TELEPHONE PROGRAM 


Mr. O’SHavucunessy. In the telephone program, the amount of 
loan money that we can use is geared to serveral factors, I would say. 
The money that we could ask for, the loan funds, in the telephone 
program, would depend on the amount of applications that we would 
anticipate. It would depend upon the ability of industry to furnish 
the necessary equipment, and it would depend on the ability of REA 
to build up an organization to take care of whatever increased amount 
there might be. Last year I am sure we said we were having trouble 
in getting engineers. We are still having that trouble. We are still 
making telephone engineers by training in REA our own personnel 
and training consulting engineers who work with our borrowers. 
These factors limit the size of the program and I think that an $80 
million program is about as far as we can go. 





per 
you 


Lh 


are 


tel 
ant 
bri 

7 


pre 
of 

hig 
ing 
he: 


wh 


ele 
in 


an 
Ou 





"eq uire 
1 load 


, Tight 


dy to 


f the 
> that 
udget 
rural 
th all 
able 


Over 
hone 


illion 
ntial 
d in 


ated 
new 
tual 
this 


but 


1497 


PERSONNEL NEEDS FOR TELEPHONE PROGRAM 


Mr. VursELL. There was some reference to having reduced the 
personnel load, soon after I came into the committee room. Could 
vou tell me about how much the personnel load has been reduced? 
Ihave not been able to see the figures as yet. 

Mr. O’SuHauaunessy. I think that is in the electrical program. We 
are in the telephone program, and we are increasing it. 

Mr. Srronc. We have been increasing the personnel in the 
telephone program and in fact the budget for the fiscal year 1956 
anticipates a further increase in telephone personnel totaling 46, 
bringing that total to 485. 

Mr. VurseLti. Would you repeat that last number again? 

Mr. Strong. We anticipate 485 total personnel in the telephone 
program for the fiscal year 1956 and that would represent an increase 
of 46 over the current year. The current year’s personnel total is 
higher than the previous year. In other words, we have been expand- 
ing the personnel in the telephone program, in anticipation of the 
heavier telephone program which is now under way. 

Mr. Vursewu. I think that is, of course, necessary and wise, but 
what sort of reduction has been made in the REA power program? 


ECONOMIES IN ELECTRIC PROGRAM 


Mr. Strona. In 1950 the average employment of personnel in the 
electric program was 1,152. For 1956 we anticipate a total personnel 
in the electric program of 562, or just about half. 


Mr. VursE.u. I think that is commendable, if you can do it without 
any diminution of the services, and the prior questioning has brought 
out the fact that you are satisfied that you can. 

Mr. Strona. That is correct. 

Mr. Vurse.u. You still feel that these reductions will have no ill 
effect on the continued extension and the virility of the work of the 
REA in its extension of power and light? 

Mr. Stronc. We do feel that. We are confident of it. 

Mr. Nexsen. I think it could be said that with this Inter-Industry 

Council on power use, where we are harnessing the power suppliers, 
and manufacturers, and electrical contractors, in effect, we are re- 
cruiting personnel at no cost to the Government, to do what we 
previously paid for, and that is the field in which I think we need the 
most work to stimulate a little more use of electrical power. It is 
one field we need to give a good deal of attention to. 
_ Mr. Vurse.t. In other words, you are carrying on a very beneficial 
job of public relations and at the same time by so doing are getting 
a lot of help that you otherwise would have to pay for, and also at 
the same time that will give the people who are being contacted in 
this way a greater pride in themselves and a greater confidence in 
their opportunity to work with this REA extension work? 

Mr. Netsen. That is our purpose. 

Mr. Vurse.u. I think that you are to be commended. This having 
been my first time to listen to the testimony from this group, I might 
say that I am satisfied that the direction of REA in the interest of the 
farmers, for light and power, and also telephone service, is in very 
good hands. 
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Mr. Neutsen. Thank you. 

Mr. Vurseuu. That is all I have to say. 

Mr. Ne.sen. I would like to comment, Mr. Strong, on the per. 
sonnel you mentioned in 1950. 

You will find that the personnel level has tapered off in REA 4g 
the program has become older because, in the early period, in 195) 
I think we were at the peak—we needed more men in the field thay 
we do now and as the program has stabilized the personnel has 
dropped off or leveled off. It has not been a sudden jump from on 
figure to another. It has been a gradual decline in keeping with the 
needs that appear to exist. 
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INDEPENDENT OPERATION COMMENDED 


I might call to your attention, for example my own co-op back home, 
I was vice president of it, and I am rather proud of that. That isa 
going concern, an organization where we hire our own auditors and 
we have our own engineer. We are completely independent and selt- 
reliant, and we do not want any interference from Washington. We 
are proud of the fact that we know how to run our own businesses. 
There are others whom we think need the help and in our survey 
of the problems we have tried to examine as to where they need help, 
and concentrate our personnel to help those that are in need. Those 
who are independent and want no interference we will leave alone. 
I think as a director back home, one thing we did not want was 
somebody from Washington coming out meddling in our business, and 
I think that is the attitude of most every director. They like to feel 
that they have the ability, and they want it complemented by being 
left alone, and we agree with that position. 
Mr. Vurse... I think that is a fine position. 
Mr. Neusen. However, we do not feel that we should cut back toa 
point that we hurt the program or hurt the Government’s security; 
either one. 
I think we should try to use moderation and judgment there. 
Mr. Scorr. Mr. Chairman, I feel that the Secretary’s Office is in 
complete accord with Mr. Nelsen’s statement about personnel. 
When we consider the REA budget we are very mindful that this s 
a very large and very important program. There needs to be a 
adequate staff of well-trained personnel to give the leadership and 
supply the expert help that is needed all the way down the line and 
we have no intention of doing anything that would in any sense short- 
change this fine organization. 
Mr. MarsHa.u. Mr. Scott, I am glad to hear you say that, because 
I am sure that this committee is desirous that the REA and the RTA 
programs continue on with the splendid record that has been made. 
As a matter of economy to the Government and to the REA’s its 
far better to see that our REA’s and RTA’s are current than to let 
them get in the delinquent position and then try to do something 
about them. This committee, I am sure, wants to see that you have 
all of the personnel necessary to properly service the loans of the field, 
and we hold you folks responsible for conferring with us and making 
your wishes known to us in that regard at all times. 
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DELINQUENT TELEPHONE BORROWERS 


Mr. O’Shaughnessy, we agree with Mr. Nelsen, when talking about 
the complexity of the telephone program. You have many problems 
that you are not confronted with, to quite the extent, at least, in REA. 
Do you have any loans that are ‘delinquent? ? 

Mr. O’SHauGunessy. Yes, sir; we do. Our last report shows that 
we have 33 loans that are delinquent. We are not too worried about 
them at the present time, Congressman. 

Mr. MarsHatu. Will you submit to the committee a list of those 
that are delinquent by name and address. 

Mr. O’SHauGHNessy. We will be glad to do that but, I might say 
now though that the majority of our delinquencies are due to the 
fact that the job was slow in getting into construction, and the 2-year 
period that we allow had run out before any revenue started coming in. 
We feel that while they are delinquent today there is no cause for 
real concern at this time. We will be glad to furnish the information. 


ELECTRIFICATION PROGRAM SUMMARY 


Mr. Netsen. Mr. Congressman, here is a summary report similar 
to the one we had a year ago for the electrification loan program and 
the telephone loan program. I presume you would like to have that 


in the record. 
Mr. MarsHauu. Without objection that will be placed in the record. 


(The material referred to follows:) 


ELECTRIFICATION PROGRAM SUMMARY 


Electrification loan program 


| As of June 30, 1954 As of Feb. 4, 1955 


| Number | Amount | Number | Amount 
mnie aie | a Sa | 
| 


(Millions) | | (Millions) 
in $118 131 | $112 
Sec. IV : 146 117 121 111 
Distribution Swntanenneaipicaal 51 107 | 48 
Generation___ | 13 46 12 | 45 
Transmission 28 | 20 26 | 18 
l chen 11 | 1 | 10 | 1 


Applications for loans: 
Applications on hand_.__-- 


| 
NOTES 


h. = acklog of loan applications has been reduced since June 30, 1954, when it was lowest. for any fiscal y ea 
start since 1947, 

2. Assuming $160 million in applications will be received this fiscal year, and $165 million will be loaned 
during the year, the backlog of loan applications at June 30, 1955, will be about $88 million. Applications 
to be received in 1956 will be about $183 million. 
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Electrification loan program—Continued 
[Millions of dollars] 








Fiscal 1954 Fiscal 1955 | Fiscal 19% 
eneneseliesnaichiats eile id . nce cie 
Available funds: | 
Regular loan authorization........................-....-- $135 $135 | sa 
Reserve loan authorization_...-......-..--- sieialeeaee ll 145 235 
Carryover from previous fiscal year _--.-..-....-.-.-.---- 30 47 
IG sais cpt nena d cmanes soeininneh meas on ll 5 4 
Total funds available.......--..-...------------------+- 221 | 221, ! _ 


1 $38 million of this reserve-loan authorization was drawn. 


2 The full amount of the $35 million reserve loan authorization will be drawn only in the event the Run 
Electrification Act is not amended to eliminate the State limitation provisions of sec. 3 prior to the time 


loan requirements of a State exceed the amount otherwise available for the State. 


3 The reserve loan authorization for 1956 will be available only in the event the Rural Electrification Av 


is not amended to eliminate the State limitation provision of sec. 3. 


4 In the event it is necessary to utilize the reserve loan authorization for 1955, the carryover into 1956 wij 


be increased by the amount of reserve loan authorization drawn but not used, 
5’ Estimated. 


[Millions of dollars] 























To June 30, To Feb. 4, 
1954 1955 
es 
Loans and advances: | | 
CO CON EIU os 0 6. 6.56 ckctnicrensneminn ngus se amenténacwngee $2, 886 $2, 93 
i 66. ionceknasheapeadmvcaratwaedesessennrdeads iy + 325 In 
a ere ee bee ee subi ykhGinedpaees ae $167 $7 
i i hb ints cei ididtecs eas tan akinwvpainmeanls — $2, 444 $2, 535 
Pe SU Ds ob on cddhs nina ndae wcncducnekeat isdhlidlerclpe Invlly lc ai $182 | $9) 
I ON I 6 niki dite pe tiecinnicnnnckeginsdeste tmpasienewmeen | $442 $42] 
—— 
NOTES 
1, As has been the case in each year since 1951, the loans during 1955 will be about $165 million. 
2. Advances amount to approximately 86 percent of the total loans approved. 
3. The amount of unadvanced loan funds is declining slowly but steadily. 
Percentage distribution of loans 
For fiscal For fiscal oe 
1953 1954 Feb. 4, 1085 
Loans by pupae (annual): “i 
Distribution facilities except system improvements - - - - --- 52.8 57.1 50.1 
System a dann catkheneeek bebans caacauwes <4 23. 1 23.0 Bi 
ks ona cade masoenmmitcadamhakiins wean cnt oiinaite 4.5 11.1 10.2 
III nich sete wal esinivs Mandala aac eaial ieee takseiin 17.6 7.6 129 
OG Tick bn ctiinguitn nnd hasem eam antinst sen ang er Regeadsseion 2.0 1.2 28 
WE i eS eee ee eeeeieetee as 100.0 100.0 | 100.0 


1. System improvement loans account for about one-fourth of the total loans, and will probably requit 
an increasing proportion in the future. 
2. Generation and transmission loans are a greater proportion of the total loans this year. 
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Electrification construction program 


ee ~tannt 10K Estimated 
Fiscal 1953 Fiscal 1954 fiseal 1955 


Construction progress (annual): 
a ee cau eahubaon 61, 000 44. 000 38. 000 
Consumers connected. .- cn thenataknaaoaen ae 183, 000 | 157, 000 150, 000 
Consumer density per mile. _......---- oad aos 3.0 | 3.6 3.9 


1. These figures do not reflect system improvement work, which is substantial. 
9. Density of consumer per mile of new line continues upward trend reflecting many short extensions to 
existing lines. 
1t the Rug ‘ 7 . Pp 
she time the Cost of distribution line (December) : 
; Average cost per weighted mile: ! 
fication Aw s 2 $720 


ito 1956 wil : ates 31, 909 
32,100 
| For typical system with density of 2.5 consumers per mile. 
2 Designed for average of 90 kilowatt-hours per consumer per month. 
: Designed for average of 300 kilowatt-hours per consumer per month, 
‘o Feb. 4 Costs rose rapidly between 1940 and 1953. The price rise has slowed, but 
1955 there was a slight increase during 1954. 


Status of electrification borrowers 


Number of borrowers 


June 30, 1953 | June 30, 1954 | Dec. 31, 1954 





Type of borrowers: 
Cooperatives ____-- 983 
Public utility distr sadithinsih Je mihaoen Se ! 45 
CUTIE Pe I oo een ceicdgadccumoncene Rec 26 
Electric companies-____ caecunen 2: 25 


1,075 


1,079 


pans 





or fiscal 
955 to 
b. 4, 1955 1, There has been little change in the number of electric borrowers in recent years. Of the 1,075 borrowers, 
u 998 have loan obligations to REA. 
[In millions of dollars] 





Estimated, 
1954 





Operating statistics, calendar year: | | | 
Operating revenues.....................- ea $414 
Operating expenses 254 
Net revenue after depreciation and interest | 43 


y require 


1, Continued expansion of borrowers business as reflected by revenues and expenses, 
2. Revenues averaged $1.1 million per day during 1954. 
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Status of electrification borrowers—Continued 

















| 7 ~ 
| Dec. 31, 1952 | Dec. 31, 19% 
Distribution borrower averages: 
Medgdian weighted age, months-_......_.___- a ee a el ae ohanenere 83 » 
Median consumer been RC pt cc aennneeencore tect lene 2.9 rT 
Median miles per system! energized__................-......__-_.__..- 1, 126 1,1 
Median consumers per wenenate (el ile neta he ag ly ne 3, 116 3 es 
I ia cle erevip rnin oeiuetiteaedecmniadbainmandiasaneni $1, 881, 000 $1, 993. § 
SANE AUNONIEE QUVUI gids cnncenenneecnarennaapacencesuccascts $1, 604, 745 | $1, 751, os 
NOTE 


1. The average borrower has a capital investment of approximately $2 million. 


[In millions] 


Financial status, cumulative 


To Dee. 31, | To Dec. 31, | To Dee. 31, 





1946 — 1950 1954 
Total payments due_-___.-._.__--- hi a ES ath a eh $107 $242 $4 
Gta Papeents thee soi. 205511, ck... 20 bk i. ea ab $126 $269 $500 
| eik ina ccd adtin chia a see tinea don $68 $163 $37 
SS hin urbane shuiin dash edanatvdawasacuekon naan $58 $106 $18 
A I soiled igi Sein Bash Zio nd gnwranp isosacs $20 $27 $8] 
Payments delinquent over 30 days PISO dels oes $0. 9 $0.7 $0.3 
Number of borrowers delinquent. -__............-.-----2 2. 62 43 if 





NOTES 


1. The number of borrowers delinquent and the total amount delinquent have declined. Borrowers wil 
experience substantial increases in payments of principal and interest in the next few years. Their principal 
- interest payments rise from $86 million ir 1955 to about $116 million in 1958. 

2. About one-fourth of the borrowers would be unable to meet their full amortization schedule from 
current earnings at this time, and REA is working with these borrowers to help them with their financial 
matters. About 75 percent of these borrowers have achieved some improvement during the past year. 


Power consumption, costs, and sources 





| 
Calendar year averages 1941 1946 1952 | 1953 


Kilowatt-hour consumption per consumer (annual 





I oh 0 tats ik 0 5 emnaiiiits hrntenae nil ailiateaniniach allied 919 1, 602 2, 760 3, O48 
Cost of energy purchased by borrowers (cents per kilo- 

I i sical ds setavipeaastn-sarerenesttgrens es tinct Rita ci 1.00 0. 88 0. 7! 0.3 
Average revenue per kilowatt- hour sold a ktuenes 4.83 3. 63 2. 81 2, Ob 





1 On fiscal year basis. 
NOTES 


1. Average kilowatt-hour consumption per consumer tripled in 12 years. 

2. Cost of purchased energy is becoming stable. Preliminary figures indicate the average cost for 1% 
was 0.76 cents. 

3. Average price paid by consumers continues to drop as consumption increases. 
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Powe~ consumpiion; costs, and sources—Continued 


Percent of total kilowatt-hours input by 
source 
Source of power 


Fiscal 1954 
Fiscal 1949 Fiscal 1952 (prelimi- 


nary) 


senerated and used by borrowers 
chased from other borrowers - - -- 
Purchased from Federal agencies --__ 
urchased from other public agencies - 
sed from power companies, industrial and manufac- 
ing establishments 
linput (billions of kilowatt-hours) - 


NOTES 


1, Slig zht increase in proportion of total input generated by REA borrowers and in purchases from Fed- 
-al agencies; slight decrease in proportion purchased from power companies. 
2. Total input in 1954 was 2.5 times the input in 1949. 





Progress in farm electrification Apr. 1, 1950 | June 30, 1954 


otal farms in the United States 5, 382, 134 
Farms electrified _ _._- APP IMS! 4, 154, 359 4, 965, 962 
Percent electrified ; Seca a 92.3 
Cee es ieaacelt aaa in eam ed 416, 172 


Owers wil] NOTES 
" principal 


1, Almost 54 percent of the Nation’s electrified farms are served by REA borrowers." 
dule from 2. Above figures do not include rural nonfarm consumers, Rural nonfarm consumers served by REA 
> financial borrowers are about one-third of their total consumers. 
year, 
TELEPHONE PROGRAM SUMMARY 


Telephone loan program 


[Dollars in millions] 


As of June 30, 1954 As of Feb. 11, 1955 
Applications for loans — — 


Number | 4 N : Amount 


Applications on hand._.._-.......----.-- Ss 


NOTES 


Ti klog has been reduced $67 million since June 30, 1953, partly as the result of application withdrawals 
or ne igibility. 


2. 


Applications totaling $68 million were received during the 1954 fiscal year. 

3. Introduction of new application procedure caused temporary delay in receipt of applications, but rate 

a cted to increase. Applications totaling $25 million have been received during the 1955 fiscal year to 
eb. 11. 


58682—55—pt. 332 
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Telephone loan program—Continued 


[Dollars in millions] 











: To June 30, | To Feb, y 

Loans and advances 1054 || toss” 

ae 

EERE SS Sea eae Ey Be $185 | ty 

I ie cl cine scabs ccconsinennesndeid aiaknnastanenamepaien 150 | % 

SEE PI ERIN abe Cenccduseunwennenewerenneneneanoues pedenhcaneedaiae $75 ty 

i ek ee a a ae $60 ty 

EES, LEI EI OEE TEE $28 ty 

RN SO IN a or tiie en diss cccinwssccccweaustenenanareddsatoad $125 13 
NOTES 


1. The $75 million loaned in 1954 is the largest amount loaned in any year. 

2. Loans in 1955 to date exceed the amount of applications received by $6 million. 

3. Unadvanced funds amount to 61 percent of the total amount loaned. Emphasis on getting borrowe 
cleared for first advance of loan funds has resulted in a reduction in the proportion of loan funds unad vane: 
at the beginning of fiscal year 1955, 68 percent of the loan funds were unadvanced. 225 of the 319 borrowey 
have been cleared for lst advance of loan funds, and their loans total, $150 million. 


{In millions] 


eee NESS SSS 





| 
Available funds | Fiscal 1954 Fiscal 1955 Fiscal 19% 
EF So sec oe aoe — ae —— | ————. 
ee hh eeu kaake $67.5 $75.0 $7) 
Carryover from previous fiseal year -_------ ‘cinaescbaceeeddwans 7.1 | 8.0 i 
I ere eee cencsdaeke ighivuaden 8.3 | 12.0 
Pe OtRh ORO PON oscscsidssccasncassscnntcasessnses 82.9 | 85.0 | ig 





1 Estimates. 


Notr.—1. Loan requirements for 1956 are $80 million, in comparison with $75 million for 1955, Th 
smaller loan authorization for 1956 is accounted for by the anticipated carryover of $10 million from 19% 


Loans by purpose (annual) 


Percentage distribution of loans 
Fiseal 1955 | eee 
loans to 
Purpose , Se 
=. For fiscal | For fiscal — 
1953 1954 | poh 1. 198 
Cs icsca sic teeatiliia. cccaueniiilimenageaaiecnacaimconal 
Millions 
oe ee I te EE ome ry Fr ep $13.1 53.1 50.8 H 
iis 26: cc ewsii inh eitiaemmnsenmions 13.7 37.2 41.5 | 4.) 
a he ona. amine caiman eae aaaeal 4 2.9 1.5 | 
TR os cnnticcngtn aantbennndekthascaddadwbaeh 1.8 6.1 4.1 62 
SN in inci. nhonaeemenahanesnanannanisamnans 6 1.0 1.9 | 2 
en aod ppeentrameml awe aukeaaa 7.7) a} ! 
Siciccneeeginsageail Ste 
Tn. a abscasanee bubeekee 29.6 100.0 100. 0 100 
Tem ORG I TOM os on isn bs 0 on Sk dd 1.3 3.4 | 4.3 | Af 
Total leans.......... ns kiba e e eh s eatabls Be 28.3 96. 6 95.7 4 











Notr.—The increasing proportion of loan funds for improvement of existing plant reflects the increasilg 
proportion of loans to commercial companies. 


Number of borrowers as of— 














Type of borrower aaa ie a 

June 30, 1953 | June 30, 1954 | Dee. 31, 1% 

INI acct. Sluis, Sop diclankeladnee neem eine aaeee URS EAE Raa s 112 151 If 
Can ORIN as Lniicns und cauebanneaesns hoes senen 107 128 7 
OS cae ee ee eS Oke 219 | 279 at 





sailing AMI tintin techni ili patella cin apices eR igen 
NotTEe.—1. About 53 percent of the-borrowers are cooperatives, and this group of borrowers has rece!vt 
about two-thirds of the total loaned to date. 





Unad vane} 
319 borrowey 


aw 


Fiscal 19% 


receive 
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Loans by purpose (annual)—Continued 


June 30, 1954 Jan. 31, 1955 


698 


3, 925 


‘ymber of existing subscribers 191.012 
mber of new subscribers 219, 645 


Patel sitet hicmnn — * 410, 657 466, 623 


Note.—1l. Improved telephone service to existing subscribers continues to be an important aspect of the 


Cumulative to— 


Construction 
| | 
June 30, 1953 | June 30, 1954 Jan. 1, 1955 


Number of borrowers in operation with all or part of exchanges 

cut over « ° 95 131 
Miles of line completed - - ; ; 27, 000 | 33, 000 
Subscribers connected - - - - : ; 25, 85, 000 105, 000 


NOTES 


1. In addition to the completed construction, there were on Jan. 1, 1955, 21,000 miles under construction’ 
2. Slightly under half of the telephone borrowers have placed REA-financed facilities in operation. 


| 
Se ols a edi To June 30, | To Dee. 31, 
Financial status, cumulative | 1954 1954 





— —|— _ - 


Total payments due_____- : eas as ee eer ka $2, 155, 000 
Total payments made Libssaca debe - . a 1, 208, 000 1, 674, 000 


Principal per : a 981, 000 | 1, 205, 000 
Interest Oe ee et ott ee ee ee ee eS 227, 000 | 469, 000 


enema Pia 


7,000 8, 000 
376, 000 436, 000 
38 33 


Note.—Many of the telephone borrowers have been in operation a comparatively short period of 
time, and have not yet achieved financial stability. Some of them became delinquent in payments because 
of their inability to get their plants in operation due to delays in delivery of equipment. As a consequence, 
some borrowers are unable to make payments on notes which became due before their systems were producing 
anticipated revenues. 





Farm telephone status Apr. 1, 1950! | July 1, 1954? 





Number of farms in United States______- 
Number of farms with telephone 
Percent of farms with telephone 





1 United States census of agriculture. 

? Estimated by the Agricultural Marketing Service, U. S. Department of Agriculture, on basis of a survey. 
This survey also indicated that 35 percent of the farms with telephones are served by magneto systems, 
20 percent are served by common battery, and 45 percent have dial service. 
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EXTENSION OF LOAN REPAYMENT PERIOD 


Mr. Marswatu. Mr. Nelsen, under the law, you have 5 year 
before payments start on electrification loans. 

Mr. Neusen. That is right. 

Mr. MarsHauu. Do you have the authority to extend that? 

Mr. Neusen. We do, in the event that there is a financial probley 
and the cooperative presents a plan that appears to have in it 
answer. 

We then are permitted administratively to back up on the amortiz. 
tion and interest payments, and we prefer wherever possible to permit 
a delinquency state of affairs to exist, rather than a continuation of 
our section 12 extension, because we would rather take what they ar 
able to give us than to completely lose control of the situation for 
another 4 or 5 years, which might find us in a position much more in 
jeopardy than we would find if we were doing the best that we coul 
under the circumstances. 

However, in no case have we been arbitrary or hard to get along 
with. If there is a chance that a co-op can pull out, we have don 
everything we can to help them. 

Mr. MarsHauu. Under the law, how many extensions can you grant? 

Mr. Strona. The Solicitor’s Office has indicated that there ares 
number of ways in which we can proceed in connection with the 
section 12 extensions. 

The law states under section 12 of the act that an extension can be 
made for a period, that is, any individual payments can be extended, 
up to 5 years. That applies to both principal and interest. 

One construction of that in the past has been that the amount due 
can then be spread over the remaining life of the loan, in equal pay- 
ments. 

Is that correct? 

Mr. Puavnicx. Provided no one payment is extended more than 
5 years. 

Mr. Strona. That would mean, in order to accomplish a 5-year 
extension of a loan you would have to extend each payment all the 
way through. 

If the final payment was due in 1965, for example, that would have 
to be extended by that procedure to 1970, and you can push back al 
of the payments 5 years. 



















ADMINISTRATIVE EXPENSES 


Mr. MarsHa.u. We have some language changes in connection wit) 
salaries and expenses. Will you comment on those? 

Mr. Srrone. The administrative expense budget for 1956 reflects 
an additional need of $395,000. That will being the total for the year 
to $7,680,000. The entire $395,000 is needed for the telephone pr- 
gram which I discussed briefly before. It provides an increase in per 
sonnel of 46. The changes involved in that 46 would be a reductio 
of 2 in the lending activities of the agency, an increase of about 19 
the construction activities of the Agency, and an increase of about 2! 
in the loan security activities. The total telephone funds allotted to 
the telephone program then under that budget would be $3,531,053. 
That would leave personnel in the electric program at the present level 
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of approximately 562. Those are about the highlights of that 
Mr. Chairman. 
LIMITATION ON CONSULTANTS 


Mr. Grant. Mr. Chairman, there is one other change in language 
which involves an increase in the limitation for the employment of 
consultants, an increase from $75,000 to $150,000. That is to permit 
the REA, if the situation warrants, to employ atomic engineers or 
other specialists, by contract rather than by employment as regular 
civil-service employees. This would provide for people who have 
special skills which would help to carry out the REA programs. 

Mr. Horan. What do you have to pay an atomic engineer? 

Mr. Neusen. That is a good question. I doubt that you can hire 
one. 

Mr. Zoox. You are talking now, Mr. Horan, if we hired him as a 
consultant? 

Mr. Horan. Yes. 

Mr. Zoox. We would have a certain maximum that we could pay 

him as a consultant on a per diem basis. I donot know what we would 
have to pay. In fact, I cannot visualize one coming to work for any- 
thing we might be able to offer him, with the manufacturing companies 
and those people offering the salaries that they are these days. 
}s What we are proposing, really, is to be able to obtain the services of 
those people as and when needed on a consultant basis, to do a specific 
job. We feel that that would be the most practical way to get the 
information we would need and their services. 

Mr. Grant. Mr. Horan, in that connection, if they are employed 


as consultants, the limit in this case would be the top of grade GS-15, 
which is about $45 a day. 

Mr. MarsHauu. Mr. Nelsen, you and the members of your staff 
have given the committee a very fine presentation. The committee 
stands adjourned. 
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Wepnespay, Marca 2, 1955. 


FARMERS’ HOME ADMINISTRATION 


WITNESSES 


KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL CREDIT SERVIC3y 

ROBERT B. McLEAISH, ADMINISTRATOR, FARMERS’ HOME ADmMIy. 
ISTRATION 

HENRY C. SMITH, DEPUTY ADMINISTRATOR, FARMERS’ HOM: 
ADMINISTRATION 

HOMER D. COGDELL, ASSISTANT ADMINISTRATOR, FARMERS 
HOME ADMINISTRATION 

MALCOLM H. HOLLIDAY, JR., ASSISTANT ADMINISTRATOR, FARM. 
ERS’ HOME ADMINISTRATION 

CHARLES C. BARNARD, DIRECTOR, BUDGET AND STATISTICS 
DIVISION, FARMERS’ HOME ADMINISTRATION 

CHARLES L. GRANT, DEPUTY DIRECTOR OF FINANCE, DEPART. 
MENT OF AGRICULTURE 


Loan AUTHORIZATIONS 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual 


| 
ee 1955 estimate | 1956 estimate 





if 
Unobligated balance brought forward pane ation to ex- 
| 

















Authorization to expend from public debt receipts $182, 000, 000 0 | 81 $153, 000,000 | $147,000, 0% 
pend from public debt receipts) ______- $1, 227 
Recovery of prior year obligations -_—___-..-_--_-- 179, 161 O24 
Total available for obligation ___-.-_- 182, 179, 161 153, 061, 227 147, 000, ow 
Unobligated balance carried forward - —61, 227 ; : 
Unobligated balance, estimated sav ings (outhoriza ation to ex- 
pend from public debt rece ipts) _- —15, 047 
Obligations incurred _-.--......-------- ; 182, 102, 887 ~ 153, 061, 227 147, 0000, 00 
etait . a aaa a Bie 2s 
canperons by activities 
Description | 1954 actual | 1955 estimate 1956 estimati 
} ' 
1. Farm ownership loans......._..--- $19, 538, 666 | $19,000,000 | $13, 000, 000 
2. Farm housing loans--_---_.._.-.----- 16, 067, 934 61, 227 
3. Production and subsistence loans. 139, 996, 321 | 122,500,000 | = 122, 500. 000 
4. Water facilities loans _. - Stig 6, 499, 966 | a 
5. Soil and water conservation loans- 11, 500, 000 | 11, 500, 000 
ObMentions Gneurred v-.. ..- 2. =. ...-2..<2.5...- | 182, 102, 887 53, 061, 227 147, 000, 0m) 
| ! — 
Obligations by objects 
16 Investments and loans: . 
a a ae 7 $182, 102, 88 
a i Nar Lda ae ee ee ae one 153, 061, 227 
RETO PR Se ae ETT aa ee eae 147, 000, 00 
Bi ¥ 
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Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 1954 actual | 1955 estimate | 1956 estim: 


ligated balance brought forward Co to hencuste | 
from public debt receipts) - - --- Nena by she ‘ z $1,933,190 | $2,874,030 $1, 935, 257 


bligations incurred during the year-.----......---.----- 182, 102,887 | 153, 061, 227 147, 000, 000 


184, 036, 077 155, 935, 257 148, 935, 2 
djustment in obligations of prior years - ---.- - —447, 994 a 

ligated balance carried forward (authorization ‘to ‘expend 

from public debt receipts) scscecmecawes —2, 874, 030 —1, 935, 257 —1, 435, 257 


Total expenditures 180, 714, 053 | 154, 000, ), 000 147, 500, 


xpenditures are distributed as follows: 
Out of current authorizations_--_....-.------- a ae 3 \f 151, 124, 000 145, 565, 
Out of prior authorizations............-----.-- icedealt i 2, 876, 000 1, 935, 


ISTICS i a basen a - einai 
SALARIES AND EXPENSES 





CPART. 
Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


| 








ppropriation or estimate i ..---| $27, 600, 000 23, 550,000 | $24, 500, 000 
——. ransferred, pursuant to Public Law 286, to— 
Raat “Salaries and expenses, Federal Extension Service’’. | —833, 000 
} estimate “Salaries and expenses, Foreign Agricultural Service’ _- =| —30, 000 
wiedhee a Pi ceo 
{7.00.00 Adjusted appropriation or estimate............---------| 26,737,000 23, 550, 000 | 24, 500, 000 
rine eimbursements from non-Federal sources----_-- -- ae 15, 502 20, 000 20, 000 


eimbursements from other accounts: 
Farm tenant-mortgage insurance fund aie 260, 000 310, 000 420, 000 
Other__.- am 87, 662 106, 000 106, 000 


7,000 ow Total available for obligation... -.- Benet: ; 27, 100, 164 3, 25, 046, 000 
Jnobligated balance, estimated savings. --- Kacnkinghinmns & —324, 754 icin cane 


Obligations incurred_.......-.---------- ae 26, 775, 410 23, 986, 000 25, 046, 000 


7, 000, 000 — iapretianed oneal me = aii 


NOTE. -Reimbursements from non-Federal sources above are from proceeds of sales of personal property 
40 U. S. C. 481 (c)), and refund of terminal leave payments (5 U. S. C. 61 (b)). 














Obligations by activities 








‘stimaty - inline — o -—— ——-— ‘ - 
9 Description | | 1954 actual | 1955 estimate | 1956 estimate 
3, 000, 000 st chile econ 
| 
», 500, 000 Direct Obligations 
- . 7 ; a eee . 
500, 000 ; Administration of direct and insured loan programs -- $26, 412, 246 | $23, 550, 000 $24, 500, 000 
pices 2. Obligations under reimbursements from non-Federal | 
, 000, 0 sources 15, 502 | 20, 000 20, 000 
| \—— 





— Total direct obligations - ae ae 23, 570, 000 24, 520, 000 


Obligations Payable Out of Reimbursements From Other Accounts | 


102, 887 ). Administration of direct and insured loan programs 347, 662 | 416, 000 | 526, 000 


061, 227 PE 
000, 00 Obligations incurred Peas wnnnn-=--| 26, 775, 410 | 23, 986, 000 25, 046, 000 
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Obligations by objects 


Object classification 1954 actual | 1955 estimate 1956 esting) 








Summary of Personal Services 


Total number of permanent positions.._.................-..-- 5, 396 4, 531 | 4) 
Full-time equivalent of all other positions... ...............--- 298 | 387 | ‘9 
Average number of all employees----.-.........-.....--------- 5, 280 4, 769 5 
Number of employees at end of year_.................-- oS eee &, 443 8, 650 Ri 































Average salaries and grades: | | 
General schedule grades: 











ii ies deride. s-sdeear wsceaae $4, 398 | $4, 330 | $4.36 
Average grade.._.......- cash entaeiaaaiecaed a care omen GS-5.7 | GS-5.6 | G84 
EOE O—S ———= 

Personal service obligations: | | 
ale Cie ube ies | $21, 869,145 | $19,021,965 | $19, %i9 
Positions other than permanent._................-...----- 448, 941 559, 000 | 619.0 
Regular pay in excess of 52-week base__--_.........------ 71, 999 73, 200 77 
Payment above basic rates__..........-.-.--.---------_--- 114, 867 150, 660 | 104 
Other payments for personal services.................-.--- BE as ccsneciasetedl A cone 
Total personal service obligations._._......- poe oe 22, 505, 323 19, 804, 825 | 20, = 
Direct Obligations . eh a 
01 Personal services...........-.---2-.----- ee tae _...| 22,220,265 | 19,470,500 | 20, 2874 

















02 Travel__- lal a a i eae 2, 385, 538 | 2, 264, 100 2, 400, 
| es ransportation oe le eee 154, 857 | 121, 060 | 101.8 
Oe Cae SOT WORs. oo ross ook Soke cox: 510, 759 520, 700 524, 
05 . Rente-end usility serviess......................... : . 647, 916 605, 600 | 620, 
06 Printing and reproduction..............-....--- aaa 119, 558 119, 200 119.8 
07 Other contGructunl service’. . ==. . -<:<- 2. - ssocc 20 --<es-e 109, 918 176, 500. | 183, 
Services performed by other agencies oo ii cieaee 42, 824 38, 060 38 
08 Supplies and materials........._._- Fe ee ee 110, 136 | 109, 200 109, 8 
09 Equipment. pea A eee Atl See 98, 759 | 124, 800 | 109, 
13. Refunds, awards, and indemnities._______- ee eee Oot 200 | w 
Awards for employee suggestions _____- a wh 950 | 1, 200 | 1. 
45 Taxes and assessments... --.-..-..-..------- Sisckotaatecn 26, 268 | 25, 000 | 25, i 
Total direct obligations. ..........___-._-- _.-.---------| 26,427,748 | 23, 570.000 | 24, 520, 
Obligations Payable Out of Reimbursements From Other Accounts | | 
i or ke heehee 285, 058 334, 325 | 434,59 
02 Travel.. Eanct el Sct cadt accents ean 24, 267 | 28, 700 38, a 
05 Rents and utility services......____-_--_--.---.----------- 26, 968 29, 000 26, 0 
07 Other contractual services..___.......__._____._---_____- | 11, 249 23, 975 85 ] 
eg RR ee A Eee ee WOO 422 STOR eee to 
Total obligations payable out of reimbursements from 
Se iin loan cancdigsln-cnptnwosyasaerenennesss 347, 662 | 416, 000 526, 
Obdieations tnourred ...... dks cane naccenenne ead 26, 775, 410 23, 986, 000 cK 25, 046, 000 








Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 








Obligated balance hrought forward................--..-.....--| | $2, 229, 746 $1, 962, 654 $1, 200, 6 
an oom incurred during the year... ..-..................-- 26, 775, 410 23, 986, 000 25, 046, 0 
F 29, 005, 156 25, 948, 654 26, 246, Oi 
Adjustment in obligations of prior years_-.-.._.-.....-.------- er ROR hited) do cand aldo. 
Reimbursements... Renee endanakuese debs Meet —363, 164 —436, 000 — 546 
‘Obligated balance Carried forwée@.........._...-..--2.ceeuemns —1, 962, 654 —1, 200, 654 —1, 300, 
Pe) SEs 5 5 SR lie acdc cece ececknewcknes 26, 609, 940 | 24, 312, 000 24, 400, 0 








Expenditures are distributed as follows: — — 
Out of current authorisations. ............................ 24, 452, 546 2, 350, 000 23, 200, 0 
eS ee ae eee eee 2, 157, 394 1, 962, 000 1, 200, 


Saprememmmesneenenete nmnnmmnnennenemientianniaeta mineral anemiemiammmmmmnmtitlle 














6 estimate 





$1, 200, 6 
25, 046, 


26, 246, Oot 


— 546, 


23, 200, 
1, 200, 


————— 
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SUMMARY JUSTIFICATION DATA 


Mr. WuiTtteN. We now have before us the Farmers’ Home Admin- 
ration. We are glad to have Mr. Scott and Mr. McLeaish both 
ith us. First we will insert pages 228 to 230, 233, 238 through 249, 
nd 261 of the justifications in the record at this point. 

(The pages referred to follow:) 


Purpose STATEMENT 


The Farmers’ Home Administration, established on November 1, 1946, pur- 
ant to the Farmers’ Home Administration Act of 1946, approved August 14, 
146. conducts the following activities: 

1. Make direct and insured farm ownership loans to farm tenants, farm laborers, 
barecroppers, and other individuals for the purchase, enlargement, or develop- 
ent, including farm housing and other building construction, of family-type 
rms. Direct loans at 44% percent interest amortized over 40 years, are made in 
nounts up to the normal value of a farm as impreved based on long-term earn- 
g capacity values. Loans for the same purpcses advanced by private lenders 
) eligible applieants are insured in amounts up to 90 percent of the normal value 

the farm and necessary improvements for periods up to 40 years at 34% percent 
terest, plus one-half of 1 percent as an insurance premium and one-half of 1 per- 
bnt toward administrative expenses. The Administration services the insured 
ans, and remits payments to the lenders. 

2. Make production and subsistence loans to farmers and stockmen for farm 
erating expenses and for other farm needs, including the refinancing of indebted- 
pss, and family subsistence. Loans are made up to $7,000 for 1 to 7 years at 5 
prcent interest with a limit of $10,000 on the total indebtedness of any farmer. 

3. Make direct and insured soil- and water-conservation loans for the effective 
evelopment and utilization of water supplies and for the improvement of farm- 
nd by soil- and water-conserving facilities and practices. Direct loans are made 
) farmers and associations at 4% percent interest for periods up to 20 years for 
dividuals and 40 years for associations. Loans advanced by private lenders 
br the same periods of time and for the same purposes are insured at 3% percent 
hterest, plus one-half of 1 percent as an insurance premium and one-half of 1 
reent toward administrative expenses. 

4. Make emergency loans to farmers and stockmen in designated areas where 
disaster has caused a need for agricultural credit not readily available from 
pmmercial banks, cooperative lending agencies, the Farmers’ Home Adminis- 
ation’s regular loan programs, or other responsible sources. Production disaster 
nd economic disaster loans are made at 3 percent interest for periods consistent 
ith the ability of the borrower to repay, usually for 1 year. Special loans to 
tablished livestock producers are made at 5 percent interest for periods not 
‘ceeding 3 years. Loans may also be made at 5 percent interest to bona fide 
r farmers but only for supplemental credit to those already jindebted for prior 

Dans, 

Technical guidance in planning and carrying out sound farm operations is 
rovided borrowers on the basis of their individual problems and needs. No 
bans are made to anyone who can secure adequate credit from other sources a 
asonable rates. A local county committee of 3 (2 of whom must be farmers) 
s required to approve each applicant and each loan. In the case of farm owner- 
hip loans, this committee certifies to the normal longtime earning capacity value 
f the farm. 

On July 1, 1954, the administration was servicing the accounts of about 324,000 
dividual borrowers with outstanding indebtedness of $848 million principal 
nd interest. 

The Farmers’ Home Administration maintains its central office in Washington 
ith program activities decentralized to 41 State offices (a few of which service 
vO Or more States), about 1,500 county offices serving all agricultural counties, 
nd a national finance office in St. Louis, Mo. The Farmers’ Home Adminis- 
ration on November 30, 1954, had 5,006 full-time employees, 196 of whom are 

n Washington, and the balance in the field, and 9,198 State and county committee- 
men who are part-time employees paid an average of 8 to 10 days a year. 
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Budget esti. 





|} Estimated | 
| available, 1955 Mates, 195¢ 
Borrowing authorizations: | 
Farm ownership--_-.-- Sete wae ae Sitece teaser $19, 000, 000 | $13, 000, Om 
Production and subsistence_._._.....-.....---------- Sab isesad. ddl 122, 500, 000 | 122, 500, (yy 
Soil and water conservation _ ---- 2 11, 500, 000 


11, 500, 0 
g 0 





23, 550, 000 


176, 550, 000 | 


Appropriated funds: Salaries and expenses _- 





Total_... 171, 500, 00 


Loan authorizations (authorization to borrow from Treasury) 


Appropriation act, 1955 ______ ae 
Supplemental borrowing authorization for 1955 - (Suppleme sntal 


$148, 000, 000 


Appropriation Act, 1955) _- 


Base for 1956______ pe 
Budget estimate, 1956__._.________- 


ah 
1 


5, 000, 000 


53. 000, 000 


47, 000, 000 
Decrease (due to anticipated availability of insured loans 
from private lenders for farm ownership loans)__._..._.. —6, 000, 00 


Project statement 














a | 1955 (esti- spranen | 1956 (esti: 
Project 1954 mated) Decrease | mated 
LOAN AUTHORIZATION | 
1. Farm ownership loans. ...........-.--------- $19, 538,666 | $19,000,000 | —$6,000,000 | — $13, 000, 00 
©: a i id. os 2 edad tains | | 15, 950, 000 | (2) ; ici gk. 
3. Production and subsistence loans_____.--__-- | 139, 996, 321 SEL Oe lo ncosdeatawce -| 122, 500, 0 
4. Water facilities loans-_.__- pent dee snt Gee wee. |... --s22ce b 
5. Soil and water conservation loans.____.__-__.|....---------- 11, 500, 000 0 | boi wie BAR. 11, 500, Ou 
RIRGUENOGIY SUMO Ss oso k0Cu es hk Seen | RAI bisa hn Sis sais dnd cs Sha pele « Eee ee 
Total appropriation or estimate - -___--_-__- | 1 182, 000, 000 2 153, 000, 000 | —6, 000,000 | — 147, 000, 00 
| 





1 Tn addition, wasiitenial balance of $179,161 available from prior year balance. 
2 In addition, unobligated balance of $61,227 available from prior year balance. 


Salaries and expenses 





Appropriation act, 1955__ Sa ta. (MD escheat lpia BactlPigr 
Transfer from farm tenant- mortgage insurance fund________.--_- 310, 000 
vin ber aceasta eas siaieiietaatiaatinga nanan ute tageaaaheras-eneticn 23, 860 000 
Budget estimate, 1956: : 
ee 24, 500, 000 


420, 000 


——$__——— 


Transfer from farm tenant-mortgage insurance re ee 


II, San, An. chet enn eamnwcamnteee een 


24, 920, 000 





ae a ee eg a ee ee +1, 060, 000 
Summary of increases, 1956 
For making and servicing insured farm ownership loans - - --_--_--- + $650, 000 
For making and servicing additional insured soil and water conser- 
emeethis i) OF LENS Sas Bei eth) oS eta Val ie ee +300, 000 
Increase in transfer from farm tenant-mortgage insurance fund in 
connection with making and servicing insured loans__________-- +110, 000 


























bs 


not eet ee A et ot 8 OO CO 





get esti. 
ites, 195¢ 


171, 500, (gy 


000, 000 


000, 000 


000, 000 
000, 000 


000, 000 


56 (esti- 
nated 


13, 000, 00 
22, 500, OM 


1, 500, 0 


17, O00, 00 


50, 000 
10, 000 


10, 000 
20, 000 


20, 000 
50, 000 


10, 000 
10, 000 
0, 000 
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Project statement 


1956 
(estimated 


1955 


| = QCA 
| (estimated) Increase 


Project 1954 


Administration of loan, grant, and insured | 
mortgage programs---.---- ; $26, 672, 246 $23, 860,000 | +$1, 060, 000 $24, 920, 000 


Unobligated balance... --.--- : 324, 754 | 


Total available --------- : . 26, 997,000 | 23,860,000 | +1, 060,000 24, 920, 000 
Transferred from ‘Farm tenant-mortgage in- 


surance fund”’ 260, 000 310, 000 +110, 000 420, 000 


Subtotal same | 737, 000 23, 550, 000 +-950, 000 24, 500, 000 


Transferred to: | 

“Salaries and expenses, Federal Extension | 

Service”’ ciate oe 833, 000 
“Salaries and expenses, Foreign Agricul- 


tural Serves” ........... 30, 000 | 


Total appropriation or estimate - - ___| 27, 600, 000 23, 550, 000 


STATUS OF PROGRAM 


DIRECT AND INSURED FARM OWNERSHIP LOANS AND FARM HOUSING LOANS AND 
GRANTS 


A total of $35,500,000 was authorized in 1954 for farm-ownership and farm- 
housing loans. Of this amount, $19,550,000 was allocated for farm-ownership 
loans and $15,950,000 for farm-housing loans. There was also available in 1954 
for farm-housing loans $179,161 unobligated from prior year borrowing authoriza- 
tions. Of the $19,550,000 allocated for farm-ownership loans, a total of $3,245,000 
was allocated exclusively for loans on reclamation projects. The remaining por- 
tion consisting of $16,305,000 was made available among the States and Terri- 
tories in accordance with the statutory formula for the distribution of funds 
based on farm population and prevalence of tenancy. 

For 1955, $19 million was authorized for direct farm-ownership loans. No 
direct borrowing authorization was provided for farm-housing loans. 

Public Law 521 approved July 22, 1954 amended title I of the Bankhead-Jones 
Farm Tenant Act to provide for a flexible interest rate of not to exceed 5 percent 
for direct loans and 4 percent to the lender for insured loans. Publie Law 521 
also provided for the taking of second mortgages for direct loans where appro- 
priate. Under the flexible interest provision, interest rates have been raised to 
1% percent for direct loans and 3% percent for insured loans, plus a 1 percent 
insurance and administrative expense charge on the latter, in order to make the 
insured-mortgage program more attractive to lenders and thus make available 
ample funds for the insured-mortgage program. The second-mortgage provision 
will allow some of the direct funds heretofore used to refinance existing debts 
to be available for additional loans. It is expected that a substantial percentage 
of the applicants for building construction and improvement loans, heretofore 
— by title V of the Housing Act of 1949, can qualify for farm-ownership 
oans. 


Direct and insured farm-ownership loans 

1. Loans.— 

A. Direct loans: Since inception of the program in 1938 to June 30, 1954, 
approximately 62,148 loans for more than $418,731,874 have been made. This 
number and amount does not include noncash loans previously made in the 
liquidation of rural rehabilitation projects properties which are also included as 
farm-ownership loans on the loan accounts of the Administration. In the 1954 
fiscal year, initial loans were made to 1,523 families in the amount of $17,424,580. 
This includes 200 initial loans in the amount of $3,107,175 made to settlers on 
reclamation projects. Subsequent loans to existing borrowers accounted for 
the balance of approximately $2 million. In accordance with the veterans’ 
preference provision of the Farmers Home Administration Act of 1946, 1,445 
of the 1,523 loans were made to veterans. The average size of initial loans made 
from direet funds is expected to drop $800 or $900 during the 1955 fiscal year 
because of the amendment to the Bankhead-Jones Farm Tenant. Act which 
permits the taking of second mortgages. This will eliminate the necessity for 
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including funds in loans for retirement of all existing first liens and should permi 
the making of approximately 100 more loans that would have been possjhj. 
without the amendment. 

Direct loan activity under the distribution formula and for reclamatioy 
projects is shown on the following tables: 


INITIAL LOANS UNDER DISTRIBUTION FORMULA 








Initial veteran loans susan Total all initial loans 
, i lg ed, 

Fiscal year | voterana ete 

Number Amount | (number) Number Amount 
SOD bcd beer ditinnnci<ckdbecneiite 3,012 | $23, 549, 776 55 5, 489 $41, 682, 243 
tb ocictsesetneikselaniedamianietend 1, 448 10, 524, 445 79 1, 829 13, 422, 448 
BP hdupanctkdoncnatacchaenabeien | 1, 460 10, 827, 510 78 1, 867 13, 739, 189 
Pe idkabhtndnccsucéusdeetienas 1, 685 13, 374, 443 99 1, 705 13, 534, 907 
UR cainhicidpdngnauccusccasce 1,734 | 15, 661,003 97 1, 793 16, 160.8% 
Nick since hilindh lees albania ead 1, 344 13, 853, 283 98 1, 369 14, 045, 46] 
Bis sidpintaiale A nekpceweucecevagh sims 1, 252 13, 673, 915 98 1, 276 13, 871, 380 
Niece Eosncuceued ities 1,292 | 14,049, 065 98 | 1,323 | 14.317 us 
Seer Ne sesso | 1, 355 13, 470, 000 98 1, 385 14, 200, 0 
1956 SR aerreccnestcheve=ti 603 6, 664, 000 98 | 615 6, 800, 0 


INITIAL LOANS ON RECLAMATION PROJECTS 





Dndiabingsakeebshnenemetexhens 150 $1, 692, 142 67 223 , 556, 7: 


$2, 556, 722 
Miecis kno reapsegattecna nied 105 1, 376, 934 64 164 2, 126, 704 
MPR eis dev cwds 6én~ddbeousdedus 102 1, 562, 084 71 144 2, 167, 504 
Pei saes seekaeechs rapan anges opeas 153 2, 391, 445 76 200 3, 107, 175 
1955 (estimate) .................. 160 2, 407, 000 75 215 3, 200, 00 
1956 (estimate) -_...........-.-..- 250 3, 680, 000 75 335 4, 900, 000 


B. Insured loans: Increased activity up to a total of approximately $24 million 
is expected in the 1955 fiscal year because of the greater attraction of this program 
to private lenders resulting from the flexible-interest provision in the amendment 
to the Bankhead-Jones Farm Tenant Act. 

Insured-loan activity since 1948 and estimated for the 1955 and 1956 fiscal years 
is shown in the following table: 














Initial veteran loans | Percent | Total, all initial loans 

Fiscal year ] ——-| poame to ge ooo 3 aamerean aes 

| Number | Amount |(number)| Number | Amount 

— {_———____|__ _—— 

iilopinnaneateetinaransaune tanita 58 | _ $357, 550 | 17 338 | $2,412.81 
SED» a ~svtyhthesacsatdebebnenscsconpisentidshey 316 | 2,020, 910 28 1,149 | 7,937, 24 
RON. os esed. eds. OL beth ceed 695 | 4, 917, 886 32 2,191 | 16, 579, 689 
ence Shak ehh trnenitiaiieas Bike ladis 642 | 4,877,540 30} 2,150 | 17, 555, 630 
BRA Woh niiedes aah eee Pena T seo ckaekudeupagased 239 | 2,037, 380 22} 1,103 | 10, 429, 254 
ROD oa cbc a elas gab eaves oem bs I SReE UE 282 | 2, 850, 142 | 27 1,045 | 10, 531, 216 
WO eh asin iL keane athe seoaded,. 209 | 2,365,032 24 873 | 9, 428, 783 
ee IIIS. noc huss cnnnabeacianavdeorwkeu on 1, 284 | 10, 800, 000 | 45 12, 854 | 1 24,000,000 
SPIN aos ciccticenpeatapnssamcnduanen 2,475 | 20, 250,000 | 45 | 5, 500 45, 000, 000 





1 A reduction in the average size of loans is estimated for 1955 due to inclusion of building improvement 
loans discussed in 2 below. 
See tables I, II, III, and IV for loan distribution by States. 


2. Use of loan funds.—-Continued emphasis is being given to the use of both 
direct and insured loan funds for enlarging and developing inadequate and under- 
developed farms. By concentrating on loans of this type, greater assistance :a0 
be given in relieving the problems of underemployment resulting from insufficient 
land resources. Loans made to adequately enlarge and develop farms can permit 
efficient utilization of available family labor and managerial ability. In additio2 
to the tenant purchase, farm development, and farm enlargement loans, a nev 
designation of ‘‘Building improvement loans” has been established. These loans 
will be made to farm owners who qualify under the terms of title I of the Bank- 





lo 


i | 


a ote ct 


sah ou om 


permit 
POssible 


iMation 


loans 
es 


mount 


a 


1, 682, 243 
8, 422, 448 
3, 739, 1g) 
3, 534, 997 
6, 160, 87% 
4, 045, 46] 
3, 871, 380 
4, 317, 405 
4+, 200, O00 
}, 800, OM 


) RRO me 


, 006, 722 
, 126, 704 
, 167, 504 
, 107, 175 
, 200, 000 
900, 000 


uillion 
gram 
[ment 


years 


1 loans 


ount 


}12, 837 
37, 241 
79, 689 
55, 650 
29, 254 
31, 216 
28, 783 
D0, 000 
10, 000 


ment 
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head-Jones Farm Tenant Act, as amended, and who need assistance only for the 
construction and improvement of dwellings and other farm buildings. Except in 
ynusual circumstanzes building improvement loan borrowers will not be given 
technical advice and assistance in farm and home planning. 

It is estimated that about 1,482 building improvement loans averaging $6,000 
and totaling $8,900,000 will be made during the 1955 fiscal year. It is expected 
that these will be made primarily from insured mortgage funds. 

The following table shows the number of initial tenant purchase, farm develop- 
ment, and farm enlargement loans (including building improvement loans esti- 
mated for 1955) for both direct and insured loans and including loans on reclama- 
tion projects: 








| Percent of 
| number of 
total loans 
made for 
enlarge- 
| ment and 
develop- 
ment 


Tenant Farm en- | Farm de- | 
Fiscal year purchase | largement | velopment | 
loans | loans | _ loans 


L 


216 | 9. 

291 | 20. 

770 | 34. 
1, 357 | 45.8 
1, 57% 51. 
1, 085 | 57.8 


1,119 61. 
1,077 61.4 
1068 (entimmAGN ois kos cdc wekinne pdoatphisdewskdsacael | | 1 2,704 | 


1008 (qntimnR ac Scie a cicetindenennds ecient deh ich olated hee 1 4, 601 80. 





i 


1 Includes building improvement loans. 


3. Loan repayments.— 

A. Direct loans: From the inception of the farm ownership program in 1938 
through March 31, 1954, a total of 68,431 families had been advanced $441,761,352 
(these figures include the number and value of noncash loans) tor the purchase, 
enlargement, and development of farms. Principal payments of $249,388,987 and 
interest payments of $69,258,912 had been made. In addition, principal writeoffs 
totaled $1,175,302 and judgments were $406,246. Interest writeoffs were $96,671 
and judgments were $37,121. As of March 31, 1954, cumulative scheduled 
installments of $70,387,758 were due from 33,214 individuals with outstanding 
loan balances, but regular principal and interest payments made on these install- 
ments were $80,021,323 which was 14 percent, or $9,633,565 more than required on 
a scheduled amortization basis. An additional $9,509,193 in refunds and extra 
payments not applied to scheduled installments were credited to these borrowers’ 
accounts. On the same date, 20,632 borrowers were $13,139,282 ahead of 
schedule, an average of $637 each; 6,524 were on schedule and 6,058 were behind 
schedule $3,505,717, an average of $579 each. 

A total of $35,217 of the 68,431 families who had received loans hed paid their 
loans in full as of March 31, 1954. Of this number, 22,147, or about 63 percent, 
continued to operate the farms acquired through this program. The remeining 
13,070 fully satisfied their accounts but no longer operated the farms acquired 
through this program. See table V for distribution by States. 

B. Insured loans: As of March 31, 1954, $69,572,871 had been advanced under 
the insured mortgage program to 8,312 farm families for the purchase, enlarge- 
ment, and development of farms. Payments by insured mortgsge borrowers 
totaled $16,954,819 as of the same date. Of this amount, $10,006,008 represented 
principal payments, $5,032,348 payments on interest, and $1,916,463 payments to 
the mortgage insurance fund, including the 1-percent insurance charge available 
for capital expenditures and administretive expenses. As of March 31,1954, 736 
insured mortgage borrowers had paid their loans in full. Of these with unpaid 
balances, 3,964 were ahead of schedule, 2,682 were on schedule, and 930 were 
behind schedule. See table VI for distribution by States. 
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4. Progress of borrowers.—Records from 2,010 borrowers in the United State, 
with accounts outstanding in 1954 who received loans in 1948 showed gross Cash 
income increasing since the year before acceptance from $3,045 to $5,675. After 
these figures are adjusted for price change there remains an increase of approx. 
imately 100 percent. -Net worth of these borrowers increased from $3,991 j) 
$8,233, and value of livestock and equipment increased from $2,589 to $5,917. 


Farm housing program, title V of the Housing Act of 1949 


Title V of the Housing Act of 1949, authorizing farm housing loans, originally 
expired on June 30, 1953. The legislation was extended to June 30, 1954, and the 
Housing Act of 1954 contained an extension of the authority to borrow funds 
from the Treasury for loans through June 30, 1955. However, loans for dwellings 
and other farm buildings which are made in 1955 are being processed under the 
authorities contained in title I of the Bankhead-Jones Farm Tenant Act, as 
amended, 

1. Applications.—During the fiscal year 1954 applications for farm housing 
assistance were received from 6,889 farm owners. On June 30, 1954, a total of 
4,450 applications for assistance were on hand. 

2. Loans and grants.—Since the inception of the farm housing program jn 
October 1949 to June 30, 1954, initial and subsequent loans totaling $97,304,777 
had been made to 18,958 farm owners and initial and subsequent grants totaling 
$363,674 had been made to 788 farm owners. Of these grants, 108 were made to 
farm owners who also received loans; thus 19,638 farm owners have been assisted 
by this program to date. By June 30, 1954, the major portion of the building 
funds, namely $78,412,312, had been loaned for dwelling construction and repair 
A total of 9,611 new dwellings and repairs to 6,988 additional farm houses had 
been financed with farm housing funds by that date. The average planned 
construction cost of new houses during the 1954 fiscal year was $7,440, including 
loan funds and cash contributions by borrowers. This relatively low cost of 
homes financed with farm housing loans is largely a result of borrowers making 
extensive use of salvage and locally produced materials and utilizing a substantial 
amount of family labor to do the construction work. 

Of the 2,688 farm owners receiving initial farm housing loans during the 1954 
fiscal vear, 1,167 or 43 percent were veterans. The following table shows the 
number and amount of initial loans and grants made during the past 5 fiscal years 


Total initial loans and.grants 


| Number loans Amount | 


Fiscal year | and grants | Amount loans grants Total amount 
i ince om ance ecennn wek= dipeda dake op 3, 956 $17, 229, 474 $86, 426 $17, 315, 00 
BE orp p cae dra coaieencae gn caenreonanine 5, 394 23, 915, 746 131, 073 24, 046, 819 
PE: nab dacds supenbecrdesne Vind wunsuaon 4, 215 20, 457, 639 91, 060 20, 548, 69 
No CL 3, 385 18, 788, 882 54, 810 18, 843, 692 
Berks wrcennntnigedbubenerssabenehen 2, 688 15, 770, 847 0 15, 70, 847 


Initial loans and grants to veterans only 


| 
Number 











| | 
Fic ras aaa Percent of | Amount | Amount Total 
iseal yer toons and | number loans grants | amount 
grants | | 
| Daseeset = _ 
7 qr rf ed | 
Re 86cdd . wanes a 1, 523 38 $6, 739, 121 $12, 130 $6, 751, 251 
a os cactinte ite mikes tfatasiak talus ei 2, 096 39 9, 670, 262 13, 880 9, 684, 142 
1952... 1, 744 41 8, 848, 401 8, 735 8, 857, 13 
BS bc cbiwh bein keene baa | 1,514 45 9, 071, 093 2, 825 9, 073, 918 
eis aint teh cata x Faces 1, 167 43 6, 925, 469 0 6, 925, 469 
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l i < e fen 
| tion to the above, l 42 subseque nt loans for 18 ), »4 S ane l _ ibs¢ { ( 
ral ) $155 were mace 1n 1951, 204 subseque rt loans for $31 1215 an ] sub- 

ant Lor e < 


eq 
nade 


i 2 38 Ss ; ‘ sf - $< 334 were 
I int for $150 were made in 1952, 173 sub eq ue nt loan LOF ead 3 > 

gran aoe > »¢ - > = re ‘ > vot. 
"e - 1953 and 130 subsequent loans for $297 O87 were made in 


These 


raters ane mnveterans. 
suent loans and grants were made to both vete ran y 1 me an Pe iia ae 
The umber of farm owners receiving farm housing financial : ' 
le ni a 3 ‘ » 
arious types is shown in the following table: 


1950 fiseal 1951 fiscal 1952 fiscal 
Type assistance year year year 


3, 759 5, 117 4, 022 

Ibtowas 32 37 29 

Loans with grants. --- ae 3 537 20 
Grants only .-.-------- , 


Loans . 


Total 3. 956 5, 394 4, 215 
oval...- 





a 


1953 fiscal 1954 fiscal 
year year 


3, 264 
10 
111 


3, 385 
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PRODUCTION AND SUBSISTENCE LOANS TITLE II 


Demand.—A decided increase in applications for operating loans occurn 
amine the spring and early summer months of 1954 compared to 1953. Applies. 
tions for initial operating loans for the entire year were 21 percent higher for th: 
Nation than the number received during the 1953 fiscal year. A 34 Percen} 
increase Was registered in the East, 17 percent in the Midwest, 22 percent in th: 
South, and 21 percent in the West. 

2. N umber of initial loans.—During the 1954 fiscal vear, $140 million in borroy. 
ing authority for production and subsistence loans was available. Of thi 
amount, $20 million was provided by the Congress to assist in meeting the unusu,) 
demands resulting from drought and price difficulties encountered by son» 
farmers. A sizable increase in annual loans occurred in the 1954 fiscal year bp. 
cause of the demand for temporary credit resulting from low income on individug 
farms the prev ious year, and the tightening of available agricultural credit in some 
areas. It is anticipated that the number of annual loans will be approximately 
the same for the 1955 fiscal year. The following table shows the number of 
operating loans made and the total amount of funds available during each of the 
fiscal years 1949 through 1954 and with estimates for 1955 and 1956. 





Number initial loans made Total avail. 
|Subsequent} able for 
loans operating 
Total loans 


Adjustment! Annual 


ft 

sl 

37, 935 25, 621 | 63, 556 37, 049 $75, 000, 00 

40, 622 8, 772 | 49, 394 41,774 85, 000, On 

34, 311 11, 633 45, 944 44, 230 103, 000, 00 

23, 650 855 | 24, 505 34 361 110, 000, 000 

23, 616 409 24, 025 34, 413 120, 000, 00 
‘ ; cul 26, 922 | 7, 239 34, 161 38, 976 140, 000, 000 

1955 (estimate) -- ; 23, 320 | 7, 000 30, 320 | 37, 930 122, 500, 000 

1956 (estimate) _- 23, 320 7, 30, 320 37, 930 122, 500, 000 








Nore.—See table I for distribution by States. 


3. Use of loan funds.—The major-portion of the production and subsistence 
loan funds are being used to assist farmers in making basic adjustments in their 
farming operations in order to farm efficiently and carry out a stable economic 
type of farming. Approximately 73 percent of the initial adjustment-type loan 
funds were used for purchase of capital items such as productive livestock, ma- 
chinery and equipment, or the refinancing of debts secured by liens on such 
property. Approximately 21 percent of the loan funds were used for other farm 
operating expenses. Funds in annual type of loans were primarily for feed, seed, 
fertilizer, and other farm operating expenses. 

4. Collections.—The following is a summary of the cumulative and current 
collection activity on operating loans: 

(a) Cumulative collections on production and subsistence loans made by the 
Farmers’ Home Administration and other types of operating loans made by pre- 
decessor agencies have exceeded cumulative advances made during the last § 
fiscal years by $23,863,124. 

(b) Cumulative loan advances and collections of rural rehabilitation loans, 
Farm Security Administration, Emergency Crop and Feed Loan Division, and 
the Farmers’ Home Administration follows: 





| Collections to June 30, 1954 | Principal 
repayment 
to 
Interest i maturities 
| 


Total col- 
lections to 
advances 


Lene) ee eee 


| 
| | Principal 
| 


Rural rehabilitation loans, June 
1935 to Oct. 31, 1946 
Emergency crop and feed loans, 


| 
Percent | Percent 
| | 
1918 to Oct. 31, 1946 ____- : 575, 934,022 | 475,386,672 | 57, eel 


$1, 004, 901, 875 | $889, 186,070 | $123, 981, 476 88.5 100.5 


Production and ‘subsistence loans, 
Nov. 1, 1946, to June 30, 1954____- 753, 935, 844 460, 246, 975 | 42, 458, 357 


NotTe.—See tables III and IV for distribution by States. 
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5. Progress of borrowers.—A summary of reports from 13,431 borrowers who 
epaid their loans during the 1954 fiscal year and continued to farm showed an 
average increase in net worth between the time of application and the time of 
joan payment of $3,468. Net worth at the time of application was $4,907, and 
at the time of loan repayment was $8,375. Average gross farm income for each 
of these operators was $3,088 at the time of application and $4,820 during the 
vear When final payment was made. Since the average borrower was indebted 
4 years, the average year of application was 1949 for those families for whom 
reports were tabulated. Changes in prices between the 1949 and the 1953 crop 
vears were small. Thus, the increased income reflected by the reports represents, 
for the most part, an increase in real income. 

6. Debts compromised, adjusted, or canceled pursuant to Public Laws 518 and 
*31.—Continued emphasis is being given to the settlement of old accounts eligible 
for compromise, adjustment, or cancellation under existing statutory authorities. 

The following table shows adjustment, compromise, and cancellation settle- 
ments during the fiscal year 1954 and from the inception of such activity on April 
4, 1945, through June 30, 1954: 


From incep- 

During fiscal tion Apr. 4, 
year 1954 1345, through 
June 30, 1954 





Number of borrowers involved in settlements. ___..............-.- 33, 660 755, 211 


Original principal indebtedness ; $22, 059, 244 $266, 336, 912 
Repaid prior to settlement: 
PHBODAL...0.c5350<0-5 Mi dnd guinintns ogninan tp Ebpeibiatdoesascasiewes 8, 992, 251 100, 722, 352 
GIR oo x waeteitas anes oe 1, 781, 695 16, 829, 733 
Unpaid balance at time of settlement: 
Prit cipal 13, 066, 994 165, 614, 561 
Interest... « ccacasanance a a 8, 679, 807 68, 090, 268 
Principal and interest paid at time of settlement 1, 493, 763 17, 794, 594 
Principal and interest written off_..................---- 20, 253, 038 215, 910, 235 
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SOIL AND WATER CONSERVATION LOANS 


1. Changes in program coverage.—Public Law 597, approved August 17, 1954 
amending the Water Facilities Act of 1937, provides for extending the wate 
facilities loan program to the entire Nation, and for increasing the limit on the 
size of loans to incorporated associations from $100,000 to $250,000. In addition 
the insuring of loans made by private lenders is authorized. Public Law 597 
also contains a new provision of loans for soil conservation purposes. 

During the 1954 fiscal year loan funds of $6,500,000 were authorized to be 
borrowed from the Secretary of the Treasury. Including a supplemental author. 
ization of $5 million, a total of $11,500,000 is authorized for direct loans in 1955 
under the amended act. Insured loans are authorized in the amount of $95 
million in any one year. 

2. Soil and water conservation loans.—Under the authorities of the amended 
act, loans will be made in 1955 throughout the Nation to individuals and associa. 
tions for the following purposes: (1) For irrigation water and irrigation fac‘lities: 
(2) for farmstead water and farmstead water facilities; (3) for the establishment 
of soil conservation practices; and (4) for drainage facilities. Although loans 
for irrigation and farmstead water purposes have previously been designated as 
water facilities loans, these loans and all loans made under the amended authority 
will be known in the future as soil and water conservation loans. : 

All loans will be scheduled for repayment within the shortest period consistent 
with the ability of the borrowers to pay. The repayment period for individuals 
may not exceed 20 years and that for associations may not exceed 40 years, 
The interest charge on direct loans will be 4% percent. On insured loans, the 
borrower will pay 3% percent interest to the lender and a 1 percent insurance 
and administrative expense charge. The principal indebtedness for any individual 
borrower may not exceed $25,000 and for any association may not exceed $250,000. 
Loans may be made only to individuals and associations unable to borrow at 
reasonable rates and terms from private or cooperative credit sources. 

3. Applications.—The demand for water facilities farmstead loans has increased 
constantly throughout tbe western region since inception of the water facilities 
program, and it is anticipated that a similar increase in demand for farmstead 
water supplies will occur throughout the eastern se.tion of the country. 

Demand for individual irrigation loans in the western area is reflecting the 
efforts of dry-land farmers to prevent losses of income from prolonged drought 
through installation of irrigation facilities, the need for irrigation systems on 
reclamation projects, and the need for funds to rehabilitate and enlarge existing 
systems. Since the benefits of irrigation farming as a means of preventing loss 
due to the lack of precipitation at the proper time are rapidly being accepted in 
the less arid sections of the country, a sizable demand is expected during the 1955 
fiscal year for irrigation loans in the Eastern States not previously covered by the 
water facilities program. 

The demand for loans from incorporated water associations arises from both 
those associations which supply farmstead water facilities to groups of farmers 
and from those that are carrying out irrigation distribution operations. [n 
many areas, particularly in the Western section of the country, sources of water 
for either farmstead or irrigation are beyond the reach of the individual farmer 
from the standpoint of cost and accessibility. Through the use of incorporated 
water associations, the resources of a number of farmers can be pooled in order to 
make the sizable investments necessary for establishing the needed water systems. 

4. Number and amount of loans.—During the 1954 fiscal year, approximately 
23 percent of the loan funds were used for group loans and 77 percent for loans to 
individuals. The table below shows the number and amount of loans made in 
fiscal year 1954 and estimated for the 1955 and 1956 fiscal years. (See table | 
for cumulative loans through the 1954 fiscal year.) 
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1954 fiscal year: 2 


Number 36 7 23 
Amount obligated $1, 410, 050 $6, 499, 966 


Estimated 1955 fiscal year: 
Direct: 
55 2, 449 
| $3, 300, 000 ,000 | $11, 500, 000 
i 
20 2, 450 
| $1, 200, 000 | $8, 500, 000 


Number 
Amount 
Insured: 
Number 
Amount 
Estimated 1956 fiscal year: 
Direct: 
Number....--------- eugeecesesesesee 155 | 55 g 2, 449 
Amount $7, $310, 000 | $3, 300, 000 $11, 500° 000 
Insured: 
Number 600 0 7,000 
Amount $22, 000, $600, 000 | $2, 400, 000 $25, 000; 000 
! i 
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As of June 30, 1954, loans had been made to 15,244 individuals and 248 groups, 
serving approximately 11,000 users. Thus the cumulative number of individuals 
served under this program is about 26,250. 

5. Collections.—Since the inception of the water facilities program, 8,250 indi- 
vidual borrowers have paid their accounts in full and 14 group loans have also been 
paid in full. The following statement show repayment progress cumulative since 
the inception of the program in 1939 to June 30, 1954: 














Loan advances and repayments cumulative to June 30, 1954 


Loan advances $33, 843, 446 


Matured principal 13, 265, 223 
Principal repayments 13, 413, 661 
Interest payments 1, 974, 058 
Total payments 15, 387, 719 
Ratio of principal repayments to matured principal (percent) 101. 1 


The total cumulative gross delinquencies on these loans are $388,018 or 2.9 
percent of the total maturities. These loans may be amortized over the produc- 
tive life of the security but not to exceed 20 years in the case of individual loans 
and up to 40 years in the case of group loans. 

6. Progress of borrowers.—Some indication of the production and financial 
progress made by water facilities borrowers is apparent from the following data 
taken from reports of borrowers who repaid their loans in the 1953 fiscal year and 
continued farming: 

(a) Borrowers with loans for irrigation: 





Year before 1953 fiscal Percent 
loan year increase 
} 





(1) Crop and livestock production: 
Corn, bushels per acre 
Small grain, bushels per acre 
Legume Hay, tons per acre 
Milk, production per cow 

(2) Income and net worth per farm: 
Gross cash farm income 
Net worth 


(6) Borrowers with farmstead only loans: 


Year before 1953 fiscal 
year 
=== da a hela it litcige cistern 
Percent hauling water from off farm 


Percent with water piped into house 
Percent with water piped to barn or barnyard 
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STATEMENT OF OBLIGATIONS UNDER ALLOTMENTS AND OTHER FUNDS 


Includes only those amounts which, by November 30, 1954, were actually 
eceived or programed for 1955 or 1956. Since work for other agencies is per- 
formed on a service basis at the request of those agencies and for their benefit, 
t is not practicable to estimate in advance the amounts to be received in most 


ases.) 


| } i 
‘ | Estimated | Estimated 
| Obligations | obligations | obligations 
1954 | as One 

| 1955 1956 





Farm tenant-mortgage insurance fund, Department of Agri- 
culture '—Revolving fund for payments with respect to in- 
sured mortgages under sections 12 and 13 of the Farmers’ 
Home Administration Act of 1946 and sec. 10 (c) of the act | 
of Aug. 28, 1937, as amended $708, 699 | 


Allotrrents from: 

Disaster loans, ete., revolving fund, Department of Agri- 
culture '—For making emergency loans to farmers and 
stockmen and for other purposes in accordance with pro- | 
visions of Public Law 38, as amended, and Public Law 
Pica _.| 94,964,680} 89,836,400 43, 156, 500 

Flood prevention, Agriculture—For genera! basin investi- | 
gatiGNt.....cteuchanwthenedGhinedds <biiebdntsbihsiniomipdadtwks 1, 484 
Total ‘ 94,966,164 | 89,836, 40( 43, 156, 500 


Allocation from Foreign Operations Administration—For ex- 
penses in connection with training activities 13, 745 | 17 00 Urinw ons 


Trust funds: 

State Rural Rehabilitation Corporation funds: ! Funds of 
State Rural Rehabilitation Corporations made available 
to the Department for rural ret abilitation purposes un- 
der trust or other agreerr ents between the Secretary and 
individual] States as follows: | 

Adrrinistrative expenses , 801, 841 740, 000 | 710, 000 
Undistributed charges ail 331, 051 366, 500 | 325, 500 
Loans 10, 027, 889 13, 000, 000 | 13, 400, 000 


| 








Total, State Rural Rehabilitation Corporation funds 11,160,781 | 14, 106,500 14, 435, 500 





Obligations under reimbursements from governmental and | 
other sources: Salaries and expenses : 


103, 164 126, 000 | 126, 000 





Total, obligations (or accrued expenditures) under allot- : 
ments and other funds 106, 952, 553 105, 082, 200 | 59, 198, 000 
| | | 


These items are on the basis of accrued expenditures. 


_ Mr. Wurrren. We will be glad to have your general statement, Mr. 
scott. 
GENERAL STATEMENT 


Mr. Scorr. Thank you, Mr. Chairman. 

Before Mr. McLeaish begins the regular budget presentation, I 
would like to refer briefly to certain phases of the work of the Farmers’ 
Home Administration which I believe will be of particular interest 
to you. During the past year, the Farmers’ Home Administration 
has effectively carried out an enlarged program of constructive and 
helpful service to a great many farmers of our Nation. This fine 
service organization, which operates in the most difficult field of 
lending, is providing invaluable help to low-income farmeis and also 
those who have been overtaken by disastrous conditions. Last year, 
the Congress provided additional authority to round out the neces- 
sary services to these farm families. The type of intermediate and 
long-term credit provided by this agency is generally recognized as 
the practical solution to aiding these families to become soundly 
established in agriculture. The Department is keenly aware of the 
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importance of this work, and intends to fully support actions wh 
will further strengthen and improve the facilities and service of thy 
FHA. 


USE OF PRIVATE LOAN CHANNELS 


The policy of not making loans which other lenders are willing jj 
make on suitable terms and conditions is being emphasized continual 
throughout the agency. Increased emphasis also is being given ty 
the graduation of borrowers to regularly established lending institu. 
tions as quickly as possible. Each year from 20,000 to 25 000 farmer 
pay off their indebtedness to the FHA. While some of these borrov- 
ers find it necessary to call upon the agency for assistance in futur 
years, most of them continue to farm without further Government 
credit. As borrowers are able to turn to other sources of credit, the 
FHA is able to help additional applicants. 


ACCELERATED PROGRAM 


The Department is very gratified with the progress being achieve 
in shifting the financing of loans from the Government Treasury jy 
private lending institutions. Amendments to the Bankhead-Jon« 
Farm Tenant Act and the Water Facilities Act, enacted during th 
83d Congress, are proving verv beneficial in this regard, The insured 
farm ownership program has accelerated substantially as a result of 
these amendments. The new program of insured loans for soil and 
water conservation is getting underway in a manner which should be 
very beneficial. We look to these insured loans to increase sub- 
stantially the number of deserving farmers who can be assisted without 
the necessity of increased demands on the Treasury for loanable funds 
We recognize the necessity for adequate personnel to carry out the 
several activities of this agency. Therefore, the budget proposes an 
increase of $950,000 for salaries and expenses in 1956. We believe this 
amount will be sufficient to provide the necessary personnel to do 
the job. 

The budget estimates provide for the same amount of direct loan 
funds as in 1954 except for a reduction of $6 million in farm ownership 
loans. This reduction will be more than offset by an anticipated i- 
crease of insured farm ownership loans which are expected to increas 
by $21 million to a total of $45 million in 1956. 


ROLE IN DROUGHT AREAS 


As you know, the Farmers’ Home Administration has played : 
major role in the Department’s emergency programs in the drought: 
stricken areas and in other disaster areas throughout the country 
In addition to the emergency and special livestock loans which ther 
have continuously handled, we have, this year, assigned to the county 
committee of the Farmers’ Home Administration the responsibility 
for approving applications for feed assistance. Determining the 
eligibility of applicants for this type of assistance is directly in lin 
with the other work of county committees. These committees ant 
the employees have handled this assignment in a very commendabl 
manner. Steps have been taken to effect. an orderly termination 0 
the drought feed program as pasture and forage becomes available 
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Ve expect that shortly most of the committees and employees will be 
ble to give their full attention to regular activities of the Farmers’ 
Home Administration by being relieved of the handling of drought 
feed applications. 

Mr. Chairman and gentlemen, I would like to emphasize the 
plendid job that the Farmers’ Home Administration has done in this 
lrought emergency feed program. We received many evidences of 
he fine work they have done. It has loaded them heavily but they 
have carried it in stride and it has been a very fine demonstration of 
the kind of service they give. 

Mr. Warrren. Thank you for your very fine statement, Mr. 
Scott. 

Do vou have a general statement Mr. McLeaish? 

Mr. McLeatsH. This is Mr. Malcolm H. Holliday, Jr., of Ken- 
tucky, and Mr. Homer D. Cogdell, of Colorado. 

\ir. Wairren.* Glad to have you gentlemen with us. 

Mr. McLeatsH. Mr. Chairman and gentlemen of the committee, 
| am happy for this opportunity to appear before your committee 
to discuss recent Operations of the Farmers’ Home Administration 
and our budget estimates for the fiscal year 1956. 

The fiscal year 1954 was the largest in the history of the agency 
from the standpoint of dollar loan volume, and it was the largest 
vear 1a the number of farmers and stockmen assisted with emergency 
loans. During 1954, we loaned or insured a total of $292,462,000. 
We have recently revised our estimate of emergency loan activity 
this fiscal vear and it now appears that 1955 will be even larger than 
1954. 

CHANGES IN PROCEDURE 


During fiscal year 1954 and the early part of 1955, many changes 
were made in the loan making and servicing processes designed to 
speed up the making of loans and render more prompt and efficient 
service to applicants and borrowers. Significant examples of these 
changes are represented by those made in the farm ownership loan 
program. In handling this type of loan, revisions have been made in 
procedures, in the delegation of authorities, and in the location of 
personnel responsible for appraisal activities. Nine forms have been 
eliminated from the loan docket and procedures have been reduced 
from 78 to 18 pages. Changes contained within the revised regula- 
tions will reduce by many days the time it takes to make farm owner- 
ship loans. More authority for loan approval and for the handling of 
engineering and insurance work has been placed with the county 
supervisor. 

CHANGE IN FUNCTIONS 


The appraisal function has been moved from the State office to the 
county offices, with the appraisal being done by county supervisors who 
also serve as heads of county offices when not doing appraisal work. 
In the State offices, the changes have resulted in the removal of an 
elaborate Kardex system, a duplicate set of about 60,000 real estate 
files, and the responsibility for controlling the property insurance 
program. With respect to the insured loan program, most contacts 
with lenders have been transferred from the county and State offices 
to the National Office and to the National Finance Office, thus 
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relieving the field offices of much of the detail connected with negoti,. 
ing with lenders. This not only saves the time of field employees, hy 
reduces materially the number of different offices contacting lendiny 
institutions. Heretofore, lenders were required to sign a commitmey 
for each loan in advance of the actual loan approval. We are noy 
securing open commitments from lenders by letter against which yw 
can approve any number of loans depending upon the size of th 
commitment. As a result of these changes, the service to farmers hy 
been made more rapid and effective. 


BUDGET ESTIMATES, 1956 


The budget estimates for 1956 provide for direct loan authorizatioys 
of $147 million compared to $153 million in fiscal year 1955. This 
reduction of $6 million is all in funds for direct farm ownership loan 
and is made possible by the current adequacy of private capital fq 
insured loans. This fiscal year, $19 million is available for direq 
farm ownership loans and it is proposed to reduce this amount (i 
$13 million. The latter amount will be used to assist deserving 
applicants, mostly veterans, who are unable to supply the necessan 
10 percent down payment required for insured loans. | 


REVISED INTERUST RATES 


Upon enactment of the amendments to the Bankhead-Jones Farm 
Tenant Act, which permitted an interest rate to lenders on insured 
farm ownership loans of not to exceed 4 percent, we raised the interest 
rate to 3% percent. This compares to the previous statutory fixed 
rate of 3 percent. An additional 1 percent is paid by the borrower 
and is available one-half for administrative expenses and the other 
half for the insurance fund. The revised rate of 3% percent to the 
lender is currently providing ample private loan funds for all of the 
loans which we are able to approve. As of a current date, we have 
received commitments from lenders for insured farm ownership and 
soil and water conservation loans in a total amount of about $58 
million. As of January 31, 1955, we had made insured farm ownership 
loans in the amount of $14,314,000, which compares to a total of only 
$4,248,000 during the same 7-month period last year, and a total of 
$9,726,000 for the entire fiscal year 1954. It is gratifying to see this 
increase in the insured farm ownership program, not only because i 
relieves the Government of the necessity for advancing funds, but 
also, because the need is great throughout the country to make the 
type of improvements which borrowers are making with these loans. 


PRODUCTION AND SUBSISTENCE LOANS 


The estimate for production and subsistence loans of $122,500,(0) 
is the same as the amount available this fiscal year. While this 
amount undoubtedly will not be sufficient to serve all of the applicants 
for these loans, we are attempting to utilize these funds where they 
will do the most good by insisting that loans be made only to those 
applicants who have the necessary land resources to carry on efficien! 
farming operations. This practice, of course, eliminates many ¢e- 
serving applicants who, for one reason or another, are not able t 
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secure the necessary land base to farm efficiently and produce an 
adequate income for family living and debt-paying ability. 


SOIL AND WATER CONSERVATION LOANS 


Upon enactment of Public Law 597 during the last Congress, the 
Farmers’ Home Administration established a new type of loan called 
a soil and water conservation loan in lieu of the previous water 
facilities loan. We believe that Public Law 597, amending the Water 
Facilities Act of 1937, will eventually make a major contribution 
toward the improvement of the farming situation in many parts of 
the country. This law extended the applicability of the act to the 
entire United States and Territories instead of only to the 17 Western 
States as heretofore, increased the limit on the size of loans to incor- 
porated associations from $100,000 to $250,000, provided loans for 
soil-conservation work, and provided for the insuring of loans made 
by private lenders in an aggregate amount of not to exceed $25 million 
each fiscal year. The procedures we have set up for making the 
insured soil and water conservation loans are much simpler than for 
insured farm ownership loans, due, primarily, to the provisions of the 
statute which permits the Government to be the mortgagee. Under 
the insured farm ownership loan program, the lender is the mortgagee. 

The new insured program got underway around the first of October 
1954, and is progressing very satisfactorily throughout the country. 
Much of the soil conservation work which farmers do is accomplished 
during the fall months, and the fact that the program was not launched 
until October has undoubtedly affected the volume so far this fiscal 
year. We estimate that in 1956, the entire $25,000,000 insurance 
authority will be utilized. The estimate for direct soil and water 
conservation loans in 1956 is $11,500,000, the same as is available this 
fiscal year. 

When the anticipated insured loan activity is added to the amounts 
included in the budget estimates for direct loans, the total farm owner- 
ship and soil and water conservation loan activity in 1956 is estimated 
at $94,500,000 compared to a total of $63 million for 1955. 


SALARIES AND EXPENSES 
INCREASE IN WORKLOAD 


_ The budget estimate for salaries and expenses is $24,500,000, an 
increase of $950,000 over the amount appropriated for 1955. The 
increase of $950,000 for 1956 is predicated on the need for additional 
assistance to make and service properly the added insured loans which 
are estimated to be made in that year. As the committee is aware, 
the Farmers’ Home Administration is a highly decentralized organiza- 
tion consisting of about 1,500 county offices throughout the country 
serving one or more of the agricultural counties in their community. 
It is difficult to absorb a large volume of additional work in an organi- 
zation so decentralized. Many of our offices can absorb an increased 
workload without the addition of personnel, but there~are others 
where the staff now in the office cannot take on added work without 
reducing performance below an acceptable level. The increase of 
950,000 is predicated on an absorption by the existing organization 
of about one-third of the added volume. 





1554 


INCREASE TO STRENGTHEN STAFF 


Most of the increase will be utilized in the counties to strength 
staffs working directly with farmers and for county committee expeng 
The Farmers’ Home Administration now has about 74 percent of jt 
personnel in county offices compared to about 67 percent in 1954 ay 
64 percent in 1948. With the increase estimated for 1956, the pe. 
centage of the total employees in county offices would be furthe 
increased. 

We now have 41 State offices, including the one in Puerto Rigg 
with an aggregate of about 630 positions compared to 988 positioy 
at the beginning of the 1954 fiscal year. We have had to strengthy 
a few of the State offices recently, particularly with personnel respon. 
sible for supervising county offices and in assisting the county officg 
to maintain the proper records needed to assure the protection of th 
Government in the loans outstanding. 


PROBLEMS IN LOAN COLLECTION 


During my tenure, I have given a good deal of personal attention t 
the question of loan collections with a view to reducing the numbe 
of delinquencies and the eventual loss to the Government on loaiy, 
As we have analyzed this problem, it becomes increasingly apparent 
that many of the losses which we are suffering result from inadequate 

lanning at the time the loan was made and, often, the making of 
oans which should not have been made. We are giving added atten 
tion to this problem, and we are also trying to train our field personne 
more thoroughly in the proper collection techniques. I cannot say 
that these efforts have as yet been reflected in our accounting records, 
but I am confident that they will be when such uncontrollable factors 
as the widespread drought are eliminated from the picture. (jf 
course, many of our regular farm ownership and production and sub- 
sistence loan borrowers have felt the effects of the prolonged drought 
conditions, as well as those farmers who have been assisted with 
emergency type loans. 


USE OF PRIOR YEAR FUNDS 


Mr. Wuirren. Thank you, Mr. McLeaish. Your statement is quite 
interesting, particularly in view of the history that we have had on this 
program. I hope you will not take these comments personally because 
each man is entitled to his own opinion. But the record will show that 
the Farmers’ Home Administration was set up to help farmers wh 
were unable to secure credit from normal sources. The land purchast 
program was for those farmers who, without the Farmers’ Home A¢- 
ministration’s help to buy the farm, could not have obtained thet 
home. For production and subsistence loans, in order to be eligible, 
you must show that you cannot get credit elsewhere. With that clas 
of borrowers, you are trying to make a homeowner out of someott 
who had been a sharecropper or tenant, and trying to help farme' 
who could not get money to make a crop on. We pointed out to yol 
when you first came to Washington that, in view of that being the 
class of people you dealt with, it took a tremendously high percentage 
of supervisory personnel at a high cost. 
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Mr. McLeaish, when you first came in, your first action was to take 
1 million of those funds away from your own Administration, and 
hey in turn were turned over to the Extension Service to pay its 
sailing bill. Then the so-called Truman budget, which was set up on 
the basis of giving proper supervision, was reduced by you and your 
Administration in excess of $1 million. In dealing with those people, 
vhere they had to have supervision, and where the repayment to the 
Jovernment was contingent upon close supervision of landowners 
hat owed the full amount of the farm value, and who had theretofore 
een sharecroppers or tenants, we took strong issue with you that 
ou were either not recognizing the job you were taking or you were 
not in sympathy with it. That is our view. 

Then, following up last year, we had this to say about your 
Administration: 


This large increase of $1,500,000 for salaries and expenses has been added to 
assure adequate personnel in State and county offices to provide needed assist- 
ance to borrowers and to maintain adequate pretection of the Government’s 
investment of around $750 million in this program. The committee has been 
impressed with the record of the Farmers’ Home Administration in assisting 
needy farm families to become established in enterprises that are economic and 
sound. We feel that its success is due to the fact that it has actively supervised 
the loans it has made. To properly safeguard the borrower’s interest and the 
security of the Government demands careful scrutiny, good judgment and a 
complete understanding of farm and home management. The Congress has, 
over the years, approved this supervised lending program of this agency. The 
committee feels that adequate personnel at the State and county level concerned 
with the supervisory aspects of the agency’s programs must be maintained. The 
committee is concerned with the proposal that the number of district supervisors 
be lowered. It has felt that the employment of personnel with training and 
knowledge of market values, farm and home practices and good judgment, will 
protect the interest of the Government, lead to sound loans and encourage better 
farm-family living. This is particularly true in a period of declining farm prices 
and small operating margins for the agricultural producer. 

Testimony received during the committee hearings indicates that it is proposed 
to utilize the Extension Service to perform the functions which have been provided 
by home supervisors of FHA. The committee feels that this is not 2 practical 
proposal, since the type of people served by the Extension Service are not the 
same as those which utilize the facilities of the Farmers’ Home Administration. 
The objectives of the two programs are not the same and the training and back- 
ground of the personnel of the two agencies is not the same. 

The committee also feels thet an adeauate number of appraisals must be main- 
tained to make certain that the program is operated on a sound basis. In this 
connection it should be pointed out thet a loan program of this type, which has 
such an outstanding repayment record, is far more desirable and less costly to 
the taxpayers than an outright relief program which would be the only alternative. 


That is the statement that this committee made to you last year’ 
I realize we are not the Executive Branch. But it is my informa- 
tion that now that you have run against the wishes of the committees 
for 2 straight years, used for these purposes much less money than 
was provided, your rate of delinquency on production and subsistence 
loans is more than 50 percent. 


REPAYMENT OF LOANS 


Mr. Barnarp. The figure, Mr. Chairman, as of June 30, 1953, 
which Mr. Andersen referred to last year, was a repayment ‘record 
against maturities of 94.4. At June 30, 1954, a year hence, it was 
93.6. It is now 91.2. 
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ARREARAGE IN PRODUCTION AND SUBSISTENCE LOANS 


Mr. Wuairren. What percentage of your production and subsisteny 
borrowers are delinquent, to get back to my question? 

Mr. Barnarp. Fifty-six percent. 

Mr. Wuirrten. Fifty-six percent are delinquent. If there is » 
was ever a case since I have been in Congress where I could say, “ 
told you so,” it is this one. It is because you do not believe in this 
program, Mr. McLeaish? 

Mr. McLeaisu. No, it is not. 


INCREASE IN INTEREST RATES 


Mr. WuirrteN. I also have noticed the other thing you have don 
You have reduced the funds available for the farm purchase program, 
Now, in doing that, you are putting them under a different type o/ 
loan where the interest rates are higher, are you not? 

Mr. McLeatsH. Some of it. 

Mr. Wuirrten. That is right. 

Mr. McLeatsu. Half a percent higher. 

Mr. Wuirren. And you are putting them in that position wha 
56 percent of the production and subsistence loans are in arrears nov, 
Now, can you see where that helps the farmer? Forget the Goven. 
ment and the banks for the moment. Can you see that it helps the 
borrower any to pay a higher rate of interest? I am talking about the 
borrower alone at the moment. Does it help the borrower any to raise 
his interest rate? 

Mr. McLearsu. I would not say it helped the borrower. 

Mr. Wuitrren. Would you say it would not? If you will answer 
me, you may qualify your reply later. Would you say that to raise 
the interest rate would help the borrower? 

Mr. McLeaisu. Not in that sense of the word, no. 

Mr. Wuirren. Would you say it would hurt him to that extent 
financially? 

Mr. McLeatsu. It hurts anybody when the rate goes up. 

Mr. Wuirten. Isn’t the Government just as much an insurer and 
just as much obligated, where you insure that loan and agree to pay 
the bank, as if you had loaned the money in the first place? 

Mr. McLeatsH. But the experience has been that very few loans 
could be made at the lower rate. The feeling I have about it is thatif 
we can provide 25 or 50 million dollars more of lendable funds, it has 
helped the farmers to that extent. 


AVAILABILITY OF FUNDS TO DATE 


Mr. Wuirren. If you will ask the Congress for sufficient funds, 
you will get it. We have every year given you more than you have 
asked for since you have been there. 

Mr. McLeaitsu. Yes, sir. 

Mr. Wuirten. That is right. So the fact that you have not made 
it available was not because you could not get funds. We have 
insisted on your taking more to properly supervise it than you would 
use and have given you more in loan authorizations than you requested. 
Is that not true? 
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Mr. McLeatsa. Not for farm ownership loans. There was an 
irease for production and subsistence loans last year. 

Mr. WurtTEN. How about the year before? 

Mr. BARNARD. Yes, the year before, too. 

Mr. WuirTen. Exactly what you asked. At least there has been 
9 denial of loan authorizations or funds for these lending programs. 
Mr. McLeatsn. I will say there has not. 

Mr. Wurrren. Now, by shifting these insured loans, you are 
utting out the man who does not have the 10 percent to start with. 


Mr. McLeatsn. If he does not have the 10 percent, but we did 
quest the Congress to set the insured loans up on the same basis 
ns the direct loans. Congress told us, no, on that. 

Mr. Wuirten. That was because they knew they had the Farmers 
Home regular program, did they not? In other words, Congress 
knew you had your regular program where it did not require 10 
percent. Therefore, they said that, if you are going to farm this out 
and pay some bank a high rate of interest, you should limit that kind 
of program to the applicant who has 10 percent to put up himself. 
That is what Congress said. 

Mr. McLeatsu. That is what the Congress said. 

Mr. WuirreNn. Now, in that class of loan, you cut out your borrower 
who cannot get any credit anywhere else. If he has 10 percent of 
the purchase price, he is in pretty good shape to get a loan elsewhere. 


LOANS TO VETERANS AND NON-VETERANS 


Mr. McLeaisn. Mr. Chairman, as I have understood it 98 percent 
of the direct loan funds is going to veterans; the nonveteran finds it 
impossible to get a loan. 

Mr. Wuitrren. Why? 

Mr. McLeatsH. Because the veteran applicants take all of the 
money there is available. 

Mr. Wuirren. Iam not criticizing that. When there was no money 
left for anybody except the veterans, did you request the budget for a 
supplemental estimate? 

Mr. McLeaisu. We did not ask for a supplemental estimate. 

Mr. Wurrren. So you were satisfied for the money to run out. 

Mr. McLeatsu. We did ask for more funds at the beginning of the 
year. That was the first year I was here. 

Mr. BarNnarp. For several years, in the agency estimate, we have 
asked for additional funds for direct farm-ownership loans and one of 
the reasons we have given is because of the limited funds for non- 
veterans. 

Mr. Wuirren. Those were eliminated by the President’s budget 
and not by the Congress. 

Mr. Barnarp. That is right. But the agency itself has recognized 
that funds for nonveterans are limited. 


DROUGHT RELIEF PROGRAM 


Mr. Wurrren. I was one of those who thought that your drought 
relief could well be handled by your county offices, for the reason 
that you had good people who knew the business. But it has grown 
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so large as to raise the question now of separating it into two adn; 
istrative funds so that the picture will be more accurate. Why 
volume of business has your agency handled in the drought-reli/ 
program? How much money has gone through your hands? 

Mr. Barnarp. You mean on the loan program, Mr. Chairman’? 

Mr. Wuirren. I am talking about funds, independent of yo 
regular work, such as production and subsistence and farm tenay 
and purchase loans. I want to know how much drought relief — 

Mr. Barnarp. In fiscal year 1954, we made 46,361 emergency-tyy 
loans. 

Mr. Warren. Totaling how much money? 

Mr. Barnarp. All under Public Law 38, for $93,460,000. 

Mr. Wuirren. What is the picture up to this date for the currey 
fiscal year? 

Mr. Barnarp. For this year, we have made 3 types: 12,427 pn. 
duction emergency loans for $16,692,000; 15,255 economic emergeny 
loans for $24,240,000; 1,923 special livestock loans for $15,538,0( 
And so far, 16 for $13,000 of what we call special-emergency loa 
under Public Law 727. This is a total of 29,636 loans for $56,61 1,0 
as of February 25. 

FEED AND HAY PROGRAM 


In addition, we have handled through our county committees the 
feed and hay program, and of course, there have been a lot of appl: 
‘ations on that type of assistance. The picture on that is substantially 
this: Through January 31, we had handled 552,267 applications ani 
we had approved 515,388. This is for both feed or hay. There wer 
12,469 applications rejected. 


DISASTER REVOLVING FUND 


Mr. Wuitren. How much other work have you had to do under 
the disaster revolving funds? 

Mr. Barnarp. This is all under the disaster loan revolving fun 
the special emergency loans and this hay and feed program. 

Now, the feed program, we have not absorbed any of the costs on 
that. 

Mr. Wurirten. That has been paid for separately. 

Mr. Barnarp. That has been handled by the county committee 
and we have paid them so far about $550,000 from the disaster 
revolving fund. 

Mr. Wuirren. How many man-hours would you say have beet 
used in connection with those programs which you have absorbed in 
your administrative funds? 

Mr. Barnarp. We are spending $2,300,000 of the disaster loan re- 
volving fund for administrative expenses in connection with emergent) 
loans and we have recently requested an additional $150,000 to take 
care of some temporary personnel. But I would guess, and it is 3 
guess, that we have absorbed at least 30 percent of the cost because we 
have an existing organization and you cannot avoid some absorptioi 
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REPAYMENT OF FARM TENANT PURCHASE LOANS 


Mr. WuitteN. How many of your farm tenant purchase loans are 
n arrears? 

Mr. Barnarpb. Mr. Chairman, they all have a common maturity 
late of March 31. So the last figure I had was March 31, 1954. At 
that time, the payments cumulatively were 111 percent of maturities. 

Mr. Wurrtren. I want to know how many defaulted on last year’s 
payment. They might have been ahead for 2 or 3 years but I want 
to know who failed to make a payment equal to the annual payment 
due last year. 

Mr. BARNARD. I do not have that with me. But I do have the 
situation at the end of March 31, 1954. There were 6,058, or 18 per- 
cent of them that had failed to make the cumulative amortization 
payment and 20,632, or 62 percent of them were ahead of schedule. 
There were 20 percent who were exactly on schedule. That is 6,524. 
But I have the picture by years, and I will put it in the record. 

Mr. Wuirten. We would like to have it. 

(The information is as follows:) 





uUpusaen 
BASVIGIN 
vuyyuO Wy; 


269 CGS LANOSsl 

82% “6PS ; TdISSISST 

StL ; - vOSOUU VY 

9¢T 7 a UBS WW 

G29 816 : : : SiOsNYoeRsse 
$96 OZF ' ane ~ puep Ain yy 
22h cil | : : : — ~~" eure yy 
Ige s8¢ | Gl BURISINO’] 
110 , 9€¢ ' ey ; Ayonquey 
GL9 ; ELI ‘Lb ; : =——— gene sesuey 
bL6 | $69‘ £96 ‘F ; : , 2MOT 
ZE8 869 | 898 ‘FT ; ; ey euvIpU] 
‘LI | 200 L6Z | 986 “OT ; —— ; sIOuTIII 
‘78 xa seo b49 ‘6E aS ; oe — : , oyrp] 
‘OST ble | LE¢ | | OZb “SST : 7* ; : f Po B1D1004) 
‘OF fs ‘TE £tz | 080 ‘OF iene : Pic 2 BS ---R poly 
‘Tf | 699 | TL2 99F EI : ~ OAPMBLOT 
| 09 | 09 | 620 ‘t eras ; : ~~ ~gnoTJIeUUO,) 

‘99 L¥t | 968 ‘ZE | 1¢8 “Of ; ~~ OpRs0joD 
‘cg OZ IP | 288 ‘9 908 “19 3 ? — BIUIOJIRD 


‘LIZ Lg ct 68 | OIL ‘S91 | 282 ‘EI ----"--""“SBSUBILY 
‘ge 862 “FE 81 | 140 ‘2 | II ltl ‘9 euoziy 
‘191 OS ZLT elt SBE ‘ZHI 68F | 026 ‘6¢1 aA <a ‘ BUIegRLy 


‘SOS “E 898 “Srl '€ 990 “9 | SLE ‘FIG ‘% 821 °9 €ZP ‘FOL ‘E ‘ --="1R903 SoIBIg peyUy 

| | LOINpeyos pulyed ss9MOLIOg 
‘GET EIS £9 ‘0% {20 ‘16e ‘SI$ | Z6b‘IZ | FOO ‘BER ‘VIS | SIO ‘ZZ 619 ‘Of ‘SIS | OF1 ‘EZ “a[Npeyds JO pRaye SIOMOLIOg 

: zo '9 . “<1 GEL'D 800 ‘L pm ESB 'Y ; . aN peyIs UO S1aMOLIOg 

[1 “ABJY JO SB, SNYBYS BIN psyos 








qunoulry J9quInN qunoury quinn qunouwly JoquinNn junOoULy JQuInN 








9S ‘Se “6 £02 ‘252 Z1 920 “$26 ‘ET 961 ‘9ZE “ST | BNpeyods Jo prays’ JUNO JON 
OI “OES “68 992 ‘69T ‘98 890 ‘060 ‘F8 888 ‘299 ‘28 oe eel 





£61 ‘60 ‘6 $02 ‘$69 “6 LI8 ‘£26 ‘6 601 ‘Z8z “OI ' spunjoi pus sjuew ANd Bix gy 
8ZE *1Z0 ‘08 290 “ELE “OL ISS ‘QIT “bl 6bL ‘SRE . : aeynsey 
‘syuemAed OAlEINUIND 


SEZ "288 ‘OLS 68 “LZE ‘HOS i £S¢ ‘680 “Lo$ P SISIVYO JIYJO PUB SPUIUI|[VISU! [VBNUUB VATZLINUIN,) 
21810} Seyw}g poyrUy 














IS61 
79-1961 ‘1g “sv fo sv 
1 SNpDIS aynpeyos puD ‘syuaufind ‘anp sabspya 4ayj0 PUD 8}UdW])D}SUL JDNUUD aarjDjINWN, :saouvjDG Buipuvjsyno YPM S1aNno110g diysiaumo uss 19941q 














‘anp seB1Vyo 10y}O PUB S}USUTT|eISU! 
[PUUUL ATJV[NUIN 07 ope syuoMIAR Jo Ayysuorelel Oy} OF SIOJOI ,,SNFLIS 9[NPEYIS,, 1 


“---SpuRys] UTAI7 A 
““=" "OOTY OFJON 

“-" “TBM 

n=" BASely 
Suya1084 AA 

ones U}SUOOST AA 
BIUIZITA IS9AA 

ORT UO PSUTGSE AMA 
~-"* BTUTsaT A. 

i qUOUIIO A 

~~" Gen 

““SBxO,] 
~----9@Sseuule T, 

Tce ByoyxVqd TNs 
--""--gBuTTOIBO YING 
et puss] epouy 
~----eriea [ASUUD 
poset St 
euloYytTyO 

: ““Ooryo 

e10¥78q YWON 
SUTOIRD WON 

MONI 
MON 
MON 
MON 


0 O1z 
ble ‘TL coe ‘OL | 266 
G20 “SZ €£6 ‘Zo ¢ | SF6 
G08 ‘¢ QPL ‘S | F9¢ 
601 “SF | 61F LZ 60 
gol ‘¥9 | 988 ‘ZO SIL 
LBP ‘Vz | og ‘ge 116 
686 ‘6E SeE ‘0Z 220 
S21 ‘PL TS8 ‘Sb y gI¢ 
$92 ‘SL | #90 ‘cg 90L 
866 ‘68 | $99 ‘ZL Gch 
GIL ‘29% ITt ‘982 228 
826 ‘OL GZE “SF 200 ‘bF 
126 ‘tt O9F ‘62 62F ‘IZ 
022 ‘68 £99 ‘FFT ZPE ‘ZI 
890 ‘T 8I9 0 
Ler ‘6c 082 ‘LS 768 ‘FS 
19¢ ‘bE 88S “EZ | 668 ‘ZZ 
169 ‘PIT $29 ‘QI | bb | Z19 ‘121 
Leo ‘6e ZP6 ‘Sb ; 986 ‘ZS 
ILS “88 860 “OL ! ZE6 ‘SF 
829 ‘ZL ; T¥z “TF 561 “OZ eZ9 “SE 
OL6 ‘TZT 6L0 ‘Eel 
‘os ( pas ‘Ie 
“LY | > 98L ‘ZY 
_ 9B9 “2 























ECP ‘se ta 

296 ‘69 ; ot 999 ‘Te 

928 “PIT | €€ re 9LL ‘Sg 
66E ‘SOF 69 | oo 





e1qsdulvyy MeNy 
““BSPBAGN 
BASBIGEN 

~~" "SUB UOT 


ete Zt 
oO ‘ 
tte 8 
160 “¢ 
18% ‘$Z 
£ie ‘g 
192 ‘2z 
Zee ‘Lh 
0 

O82 ‘T 
992 ‘8 
09% “*F 
96 *T 
182 “GZ 
CL ‘Z 
648 
1I¢ Z 
$1z ‘II 


mONOn 
a 
os 


~~“ yddyssisst 

~ “BpOSOUUT TY 

~~~ “UBBTYOT A 
““splesnyoesse jy 
~*~“ DUET AIB IAL 

: ~-"guTe yy 
"7" "= "=" ST BTSTNO'T 
peas Ayonjuey 
“"" “sUsuey 
“""""B MOT 

~~ Sue} pUyT 


SPOUT 


a> B 


Qt —) 
oR 


— 


o> 
a 
N 


BpHoy 
ynoyoouu0D 


ON 
gS 


BrUIOFTED 


“-"""""-BUOZLIW 
BUIeqBLy 
~-~-[840} S9IBIG PoyUQ ‘efnpeyos puryed siaMOLIOg 
ei ~-=-"==""9Inpeyos JO pReYye sIeMOLIOg 
~-"=""=="="gImpayes UO SIOMOLIOg 

'1g “IBA JO sv | SNIBIs o[Npeyog 


OA OMSCOSCHGOBMNPIANM HK HOOBSSOUMANS 


coor 


StI Z 
196 ‘1Sz 
ZL ‘9L6$ 


Om 
a 
N 
t' 
Bom wwe 
* 


2 


% 
ies 
z 
aN 
ER 
Na 


z 
g 
s 





qunoury | Jequinn qunoury | sequin qunoury 





GLL ‘FOL Fe ‘OLE ¢Z9 ‘28 j ; 7 , 1 8Npeygos JO pways JUNOUIV 4INT 
869 ‘921 ‘II 292 ‘L16 ‘2 120 ‘B20 ‘¢ 6IL SIF Z ay bide ee “7BIOL, 


940 ‘ST8 162 ‘Z8¢ 09% ‘OLE e1L ‘eLT | es — ~~ spunjad pue sjueuAed Bayxq 


zg9 ‘198 ‘OT ILh ‘bee “2 199 ‘Ec9 “b 900 ‘Zz . oe ie ae F ~-"""" epNn sey 
:squowmAed oareynumng 





928 ‘LL ‘6$ 969 ‘609 ‘9g G10 ‘£80 ‘$ 1£¢ ‘696 ‘1$ o ; ~----""seueyo 19430 pu’ s}JUEUIT[eISsUy [eNUUB eATZeTNUIND 
+1830} Seqeig peyzUuy 





1961 moi] 
| 


¥¢-1 96] ‘1g “sppy fo sp , snjojps 
aynpayos pun ‘syuaulind ‘anp sabinyo 490y}0 pup sfuauepjvpsUuL JoNUUD aatZDINUN) :sadUD]Dg BuLpuD)sino YyyMN ssamoisog diyss9UMO WaAvf pasnsuT 








"$1190 0G UBT} SSO’T ¢ 
‘orip Seseyo J0}O PUL S}UOUI{[eISU] OATE[NUIND 0} opeur sjusuTAed Jo diysuOTe[el oY} 07 SJJOI ,,SNIRIS O[NPeyog,, ; 


0 | 0 | 0 2 ; ier ’ ee ee ee SpuUvIs] UIZITA 
0 | 0 0 ee ey ae ape tens ae te ee ae OOly 04101 
I ace = See Se br 8 ea ae ; Sbirigergm gy. ay ae es 3 ““TBMCH 
0 0 | 0 a S ey Steere aa aan y mas — a a On an BysVely 
90% c6F 0 0 ie a oC oe ee “he Re ee , eee ee ee te eee Buru104 
109 ‘OT 121 ‘LT $26 ‘8 i Sa ge : en eee ae ee UISUOOST AA 
FETT 19% | 889 me ee a ee ee “BIUIZITA ISOAA 
999 ‘Z ZF0 ‘T Zot ‘I 86 cos = : Se ae a UOPSUIYST 
OLP ‘FT ot9 “E GZI % O8F ey ae SP eee ener < oak ae ie tee ae ee ee BIUISA 
vg 0 10S wn ie te tk qe gr 3-- Reptongg < pus “-""QUOULIdA 
ose ‘F bL9 ‘E 0Le | 106 : hd ea ky. ee eee Moker 
809 ‘oz | 996 ‘LZ SLL ‘2 a See. ere = raat is ee 7 nena -er aa -"--SBxXQL, 
LEB ‘L 269 ‘% 260 ‘I | ¥E8 ae ee ee a ae ae Shes she ees A eee ~ 9aSSOUU9, 
O89 “FZ 8 ‘OI G08 “¢ gee % i See ne ae ade ot eee ee eee ee ejoyxRC] yINog 
S69 °% 919% £98 L86 ce ei ee ee a a ee ae ee euljor1eg YINog 
0 0 0 | 0 PCS eh ies |< ne ae a Se eee pugs] spor y 
O82 “9 8€0 *¢ 8£0 ‘F OF9 ‘T a ear ee wemereaatie. =. euBal[Asuued 
b2Y % 126 LOI LLP'T : etiam | 
ZR | Sit ‘eT Bee “f eu0Yyt yO 
| 881 '¢ q‘ “OO 
* “BLOW VC I YVION 

; vO YWON 
YIOR MON 


OOTXO FY MON 
‘ ded ys MON 

















ele % 
7) 4 | @ Pz 
tg ‘8 | 2 I a | Oo 10o : 
0 or 81 £91 ‘¢ | Zt | 200 * . ONUSAUIGET MON 
j 71 ro ; > | G96 'T £ --8DRAQNI 





1564 


QUESTION OF PROPER SUPERVISION OF PROGRAM 


Mr. WuittEen. I may appear severe, but this committee gave yq 
advance notice of what you were heading into. This is the third yey 
that we have pointed out the class of borrower, the kind of progray 
that it is, how it had been handled in the past, why it took such, 
large percentage of the total amount to supervise it. We pointe 
out that the very thing that has happened was going to happe, 
Fifty-six percent of the production and subsistence borrowers |asj 
vear were in default—fifty-six percent. 

Now, how can we get you to give proper supervision to these pro. 
grams? If we spell it out and put the money in contingent on doing 
it, how can we reach that thing? 

Mr. Scorr. Mr. Chairman, we all know the drought conditions 
have been very severe on farmers’ income and undoubtedly that must 
have been quite a factor in delinquency on loans. The farmers just 
haven’t had the production, in many of the States, as a result of the 
bad drought conditions. 

Mr. Wuirren. Mr. Scott, I could follow you further than I am 
able to if I did not see you trying to shunt this program off into 
insured mortgages where they pay a higher rate of interest and wher 
you are restricted to those who can put up 10 percent, if I did not 
see you taking a million dollars after it was appropriated and giving 
it to another agency, in effect, and if I did not see you cut out State 
supervisors where they could look over the counties; if I did not see 
them cut out the county offices—but everything is conducive to the 
condition that you are in. The drought comes into the picture, and 
I will agree that it may have added something to it. But the situa- 
tion was built up for just what has happened. 

Now, I ask again, what can this committee do to see that the Gov- 
ernment’s $750 million is protected by proper supervision? These 
programs are maintained for tenant farmers and for folks who have 
no home and where you know they haven’t got any 10 percent, and 
to provide production and subsistence loans where they have to show 
they cannot get the money any other way; what can we do to get it 
properly supervised? 

Mr. McLeaisu. We are making all the attempts we can. 

Mr. Wuirten. No, sir; when you cut down your people and cut 
out your offices, I can’t agree that you are doing all you can. 

Mr. McLeatsu. We have anticipated 

Mr. Barnarp. I have a table here of the relative figures by years 
if you would like to look at copies. It illustrates what we did do 
with the $1,300,000 that the committee gave us last year for salaries 
and expenses. 

Mr. Wuirren. Yes, sir; what you had to do with to absorb all 
this drought relief program. I am convinced now that we should 
set your money up for the drought program in a separate fund s0 
we can see that the other money is available for regular supervision. 


LOSSES 


RESERVES FOR UNCOLLECTABLE LOANS 


Mr. Deane. Mr. Chairman, would you yield? Is it generally 
true, Mr. McLeaish, that with these defaulting borrowers, in view of 
the type of loan, you practically are going to have to mark them of!’ 
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Mr. McLeaisu. I do not think so. 

Mr. Deane. What percentage of these accounts will you really 
save to mark off? That is what concerns me. If there is not enough 
r sufficient staff to follow up, you have a complete loss to the Gov- 
ronment. 

Mr. Wuirren. Mr. Deane, if I might interpose, that is true. And 
p{ course we hate to see that. But what makes it even more tragic 
+. that those same people, and I know lots of them, if properly super- 

jsed might have repaid the Government and they themselves would 
have been in so much better shape. 

Mr. Deane. Are these applicants who are now delinquent, borrow- 
ers, are they being penalized so far as future applications are concerned, 
in view of the fact that they have not repaid their loan? 

Mr. Barnarp. Mr. Chairman, I have here a statement of the 
potential losses on the production and subsistence loans. 

Mr. Deane. Separate from the drought? 

Mr. Barnarp. It includes what we have actually written off and 
it includes the reserve that we have on the books against the uncol- 
lectable. It represents a reserve rate that was agreed to by the 
(ieneral Accounting Office as being reasonable and probably what we 
would lose. The total is $34,018,000 actual and estimated loss on 
production and subsistence that we are talking about. 

Out of $814 million advanced we have now lost or have got on our 
books as a reserve for potential loss of $34,018,000 which is a relatively 
small amount, I believe for this type of a program. 

On the old Farm Security Administration program of rural-rehabili- 
tation loans, to give you a comparison, the advances were $967 million 
during the period 1936 to 1946 and there we have lost and actually 
written off $77 million and have a reserve against the balance of $28 
million, so that is $105 million against $967 million on that program, 
compared to $34 million against $814 on our present program. 


LOAN FORECLOSURES 


Mr. Wuirren. How many foreclosures have you had, where they 
either signed papers and turned property back to you or where you 
foreclosed? 

Mr. Barnarpb. I do not have a cumulative figure on that, Mr. 
Chairman. I recall the figure, though. For this fiscal year to De- 
cember 31, we had liquidated about 1,600 operating loan borrowers. 

Mr. Wuirren. Those borrowers are out of the program and they 
have been turned out without anything. In how many cases have 
you filed suits for judgments? 

_.Mr. Barnarp. I do not have that figure. I do not think that 
is available to us. The civil cases go through the United States 
attorney. But not all these cases go to judgme nt. 

Mr. Wurrren. But you certify each of those to the United States 
attorney to reduce this to judgment? 

Mr. Barnarp. I expect we can get it from the Solicitor’s Office. 

Mr. Wurtten. It automatically goes from you to the Solicitor’s 
Office, so far as you know; in orderly ] process there would be deficiency 
judgments taken in one-thousand- eight-hundred-some-odd cases. So 
that for the man who is a tenant, w ho got into this program and tried 
to own a farm, you have been cutting down the money and the 
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personnel who help him make a go of it—1,800 have been foreclosed 
but the machinery has been set in motion to let them go under with 
a deficiency judgment. Would it require anything else for you folky 
to realize that you need to give better and closer supervision to this 
program if you want to make it work? 


FORECLOSURES IN DROUGHT STATES 


Mr. Suir. I would like to make a statement on the foreclosure. 
We made some study the past month with respect to foreclosures iy 
the drought States. Because the question came up as to whether or 
not farmers generally were being foreclosed on more rapidly in the 
intense drought States I am speaking of. We found from a study of 
our cases that there had not been any increase in the number oj 
foreclosures among borrowers in the drought States in the last 2 year, 


REPAYMENT OF LOANS 


Mr. Chairman, I would also like to make a statement on this 

uestion of delinquency. We have made a rather careful study of 
this problem in the agency in the last several months for several 
reasons: one being that we knew some farmers were in trouble in 
the drought States and we were wondering how that and some other 
factors were affecting the collections on our loans. We found this 
to be true, generally, that there is not any change, substantially, in 
our real-estate lending activities insofar as repayments on loans are 
concerned, Our farm ownership loan and soil and water loan, which 
we term our real-estate business, repayments are substantially the 
same now as they have been for the past several years. There has 
been a slight change in the repayment record on our production and 
subsistence loans. In the last 8 or 9 months, that is. That is borne 
out by the figure that at December 31, 1954, we were carrying 2 
slightly heavier delinquency on production and subsistence loans 
than we were a year ago. But frankly, we do not think that the trend 
is alarming. 


PRODUCTION AND SUBSISTENCE LOANS NOT RENEWED 


I would like to say this very quickly, that our production and 
subsistence loan is a loan ranging in years, in schedule, from 1 to 7 
years. We do not follow the banking practice of renewing those loans. 
None of them are renewed. The 56-percent figure that Mr. Barnard 
quoted you, the delinquency on those could range anywhere from $1 to 
many dollars, depending upon the circumstances of the individual case. 
The reason we do not renew the loans is that we follow the practice 
of collecting annually from the borrower the amount that he cat 
normally pay from his farm income and still continue farming on 4 
profitable basis. So we do not consider it necessary to renew the notes. 
The records will show, I am quite confident, that over the years we 
have been carrying a substantial number, nationally, of borrowers 
owing production and subsistence loans that are delinquent. That 
runs anywhere from 35 to 40 to 50 percent. This year it happens to 
be a little higher than it was last year. 

Mr. Wuirren. Mr. Smith, if I had been a party, as you have 
been, to cutting down the funds for 2 straight years that made it 
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‘lose [possible for you to properly supervise those loans, cutting out State 
r With Mabflices, cutting out county offices and county supervisors, I daresay I 
1 folky Mvould offer the statement that you have just offered. But I want to 
© this Miav that this committee very definitely called to your attention all 
f these factors which have caused you trouble. We pointed out 
hat we were in a period of declining farm prices, largely because of 
hanges in the law and because the Department would not sell our 
ommodities abroad competitively, although it has the authority to. 
Sures, HAMA] of these factors were pointed out as reasons why you should 
res jp crease your attention to these matters. Instead of that, you are 
her or M/boing merrily along, and when we gave you money, you turned it 
N the ack into the Extension Service, or used it for the drought relief, 
dy of H§nstead of putting on the supervisory personnel that you needed when 
er of Hive could all see that you were going into a period when you were 
years, Mboing to need more of it. 









































STEPS TO PROVIDE PROPER SUPERVISION OF LOANS 


this I renew my question: What is it, if anything, that this committee 
ly of Han do to get you to take action to look after these people and the 
Veral #98750 million that the Government has in its investment? 
le in Mr. McLeaisH. We are continually taking steps to provide 
Other HEthat supervision. 

this Mr. Wuitten. What steps? 
y, i Mr. McLeatsu. We are experimenting in four States with putting 
3 are he supervisory personnel in positions where they can get to the 
hich F¥county offices more often. 


the Mr. Wurrren. How many county offices have you abolished? 


has Mr. BarNnarpD. Seventy-one offices were abolished since July 1, 
and 791953. We had proposed to abolish 91 in the 1955 budget. 

orne Mr. Wuarrren. In those 71 counties you did not make it any closer 
ng 2 Beto the people, did you, Mr. Barnard? 

oans Mr. Barnarp. Mr. McLeatsa is referring to—— 


rend Mr. Wuirren. I say, in those 71 where you abolished offices, you 
certainly did not bring it closer to the people, did you? 

Mr. BARNARD. He is referring—— 

Mr. Wuirren. That is what I am talking about; that is what I 
fam asking you. 

Mr. McLeaisu. In some of those 71, there were 11 caseloads and 
some ran no higher than 30 or 40. It costs about $10,000 a year to 
run a county office. 

Mr. Wuirren. That’s right, and if you keep reducing the number 
of loans and keep shunting borrowers off somewhere else, you will 
dry this program up. That is what it looks like you have set out to 
do, in my humble judgment, Mr. McLeatsu. 

Mr. McLeaisu. That is a matter of opinion. 

Mr. Wurrren. I grant you that it is and I have set forth here the 

s basis for my reasons. 

Mr. McLeaisne. What we—— 

Mr. Wurirren. Some Members of Congress do not believe in this 
program. But they are not running it. I just do not see how you 
can run something if you do not believe in it. 
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Mr. McLeatsu. I have noticed a very friendly atmosphere fron 
all Members of Congress I have been in contact with in connectiq 
with this program. 

Mr. Wuirrten. I believe there are some Members who do not beliey 
in it and they vote against it and frankly say so. But you are runnity 
it. 


PRODUCTION AND SUBSISTENCE LOAN DELINQUENCIES 


Mr. Sir. I have the figures on production and subsistence low 
delinquencies for the past several years on December 31 that I wou 
like to place in the record. 

December 31, 1954, 56 percent of our production and subsisteng 
loan borrowers were delinquent a dollar or more on their principg 
payments. December 31, 1953—— 

Mr. Wuirren. What is the total amount of that delinquency’ 
That will help give a little better picture. 

Mr. Smrra. In dollars? 

Mr. Wuirten. Yes. 

Mr. Suirx. On December 31, 1954, it was $57,518,000. 

Mr. Wuirren. It takes a lot of dollars for that. Your indication 
was that it might be just a dollar in some cases. But anyway, wha. 
ever it is, it totals $57 million. 

Mr. Smirx. That is right. 

December 31, 1953, 53 percent of the production and subsistence 


loan borrowers were delinquent some amount in their principal 
payments. 


Mr. Wuirren. How much in total? 

Mr. Suitru. $44 million plus. December 31, 1952, 52 percent of the 
borrowers were delinquent, a $34 million eiialiaines y. In 195), 
50 percent of the borrowers were delinquent, and the principal de- 
linquency at that time was $28 million. 

I would also like to insert in the record that in 1951, the $28 million, 
amount of money delinquent, is related to $96 million of maturities ai 
that time. In 1952, the figure relates to $119 million maturities. |v 
1953, they relate to $153 million maturities. The 1954 delinquency 
figure relates to $194 million maturities. 

Mr. Wuirren. Thank you, Mr. Smith. You know, sometimes 
you get help from unexpected sources. You have just made a recor 
there that shows the cut-down of your supervisory personnel is al 
the more ridiculous, knowing that record, and that that condition 
existed. | 

Mr. ANDERSEN. Let me ask a question just at this point, please, i 
I may. How much of that amount in relation to the 1954 figure, 
Mr. Smith, had to do with the drought area? 

Mr. Smiru. I do not have that broken down by States, but our 
analysis of this delinquency, our study made here in the last few weeks 
indicates that it has increased some, sir, in the drought States. 

Mr. Wurrren. Could we have a table showi ing the various States 


for those same period of years, so we can compare the situation? 
(The information requested follows:) 
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QUESTION OF DIRECTION OF PROGRAM 


Mr. SmirH. Mr. Chairman, I would also like to say that the work- 
Joad of our supervisors by county supervisors and assistant supervisor 
has not increased. 

Mr. WuitreN. I can readily see that because, as I have said, the 
Sindications are that there is little sympathy by the folks running 
the program for the program. To start with, this program, Mr. 
McLeaish, was for tenant farmers who were unable to buy a home 
and had nothing to help them become homeowners. That is the 
class that program is intended to help. What do you say in your 
prepared statement on this matter? You say that apparently there 
is too little attention paid in granting the loan to start with. In 
other words, you give away your feeling there by indicating that you 
should not have made those loans in the first instance to folks that 
did not have any money and did not have any means of credit else- 
where, which is the point that I make. But that is the program. That 
is this program. 

Mr. McLeatsu. I think my meaning has been misconstrued. There 
Shave been loans made to people whose operations were not sound and 
whose land was not sufficient. 

Mr. Wuirren. Let me get it straight. They did not have any 
operations or land or they would not have been in your program. 

Mr. McLeatsa#. In making loans to them it is up to us to see that 
they do have the land and other resources with which to conduct a 
successful farming operation. I think that is one of our obligations. 

Mr. Wurrren. With declining prices the last 2 years, it is harder 
and harder for you to see how a man can qualify. 

Mr. McLeatsu. I want to tell you the truth about it; for the last 
5 years, | have had no income from my farms except this year, $250. 
I know what the situation is. 

Mr. Scorr. It is common for Mr. McLeaish, Mr. Smith, and their 
associates and myself to talk about their program. We recognize 
their responsibilities in this field and we do give a good deal of thought 
as to how we can serve these people. I want to assure you that there 
is a sincere desire to carry this program out in a way that will be 
helpful to these people who cannot get credit from other sources. 

Mr. Wurrten. Mr. Scott, 1 will tell you what disturbs me. When 
Mr. McLeaish and Mr. Smith took this over, they turned back 
$1 million in administrative funds which had been appropriated. 

Mr. ANDERSEN. On that point, was that these gentlemen’s respon- 
sibility as to that action? 

Mr. Wuitten. Yes, it was, and I would like to bring that out in 
the record at this point. 

Mr. McLeatsu. Very frankly, that was something we were told 
on happened. We were told that had happened. I want to bring 
that out. 

Mr. AnDeRsEN. You yourself did not perform that particular 
action; did you? 

Mr. McLzaisu. That is right. 

Mr. Wurrtrn. As I recall it, it was stated that it was with your 
approval. Is it not the fact that the record shows that you stated it 
was done with your approval? 
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EMERGENCY FEED PROGRAM 


Mr. Scort. I would like to refer to this point that you mentig 
about the supervision. I am confident that the job we gave th 
Farmers’ Home Administration on these emergency feed progran; 
has interfered rather substantially with their ability to supervise the 
Joans. It has been a matter of real concern. We had the job ¢ 
getting this help out to the folks in the drought areas. The arrang. 
ments that have been in effect in other years had not worked out iq 
well. Committees had been given responsibilities which they wer 
not equipped to handle, and it just seemed, after a lot of study, tha 
the Farmers’ Home Administration county committees and the FH; 
staff generally was eminently equipped to do the job. I did not way 
to burden them down with that but it was a case of finding the folk 
that could do the job best and they have done a bangup job. 

Mr. Waitren. Funds were allocated to you from the disaste: 
loan fund. How much money did you get for additional personnel 
carry this load? 

Mr. Barnarp. I think Mr. Scott is referring exclusively to th 
feed and hay applications. We got $636,000 of which we have spen 
about $550,000. 

Mr. Wuirten. So you did have in excess of half a million dollars 
You had that made available? 

Mr. Scorr. That is right. You know how those programs have t 
be administered. While it was true they could hire some extra hel) 
and had to hire some extra help, the folks that were there, the per 
manent employees, the trained employees, had to get in and spend): 
lot of time on this. 


Now, regardless of what our feelings were in respect to their doing 
their regular job—we had this emergency feed program to administe 
too. 


FACTORS EMPHASIZING NEED FOR DIRECT LOANS RATHER THAN INSURBED 
LOANS 


Mr. Wuirren. That’s right. But I want to say that your situation 
was aggravated because you did not have the people that this committe 
had insisted on your having and had made provision for you to have 
for the last 2 years. I feel very strongly about this, because this 
record shows that while the Government had farm commodities ani 
would not sell them competitively in world markets, the Secretary 
issued his order cutting cotton acreage. I use that example becaus 
that is where this survey was made. As a result of this year’s orde 
cutting cotton acreage, in the South, 130,000 farm families had ther 
income reduced by more than $100 to a bare subsistence level, accor: 
ing to the findings of your own Department of Agriculture this year 
The same survey by the Department of Agriculture shows, as a resul 
of the cotton curtailment order, that 55,000 tenant farmers ar 
without any homes. Now, in farm circles, there is only one possibk 
place for those 185,000 farm families to go and that is to this agency. 
It is the only place in farm circles that they can go at all. And! 
this agency does not help there is no way to meet it. Farmers ar 
not yet under social security. They cannot draw that. They have 
no retirement system. And we either use this program to meet it 0! 





sv Wer 
Ly, that 
ie FHA 
Ot want 


1e folks 


isaster 
nnel ty 


to th 
€ spent 


dollars 


lave ti 
ra help 
1e per 
pend, 


* doing 
Inister 


‘SURED 


uation 
mittee 
> have 
se this 
aS and 
retary 
CALS 
order 
| ther 
ecort: 
year 
result 
'S are 
ssible 
rency 
ind if 
rs are 
have 
it or 


157 


here is no known way of meeting that problem. That makes it 
lifficult for me to sit here and see your agency recommend that they 
ye shunted over here where they have to put up 10 percent of the 
ost. If they had it, it would be all right, but the class I am talking 
shout doesn’t have the 10 percent. Therefore, they are excluded 
rom the insured-mortgage-type approach that you have. We 
snow, as you have just stated, that the money under this program 
uns out before you get beyond the veterans, and nobody can com- 
lain about you giving it to veterans. So it means that unless we do 
omething to make this program fit this needjwhich your own Depart- 
vent testifies about, there is not any program to meet the problem 
here is nowhere for them to turn. 

Mr. McLeatsH. I want to repeat that we did request, and had that 
hought in mind on the insured loans, that the insured mortgage loans 
eo made on the same basis as the direct. We had in mind the fact 
hat the veterans preference was taking all of the direet loan funds. 

Mr. WuittreNn. Now, seeing that you did not get your request, 
nd since that program is not as good as the other one, I cannot see 
why you.still insist on using it and gradually increasing it under your 
present approach. 

Mr. McLeatsu. We can at least use it for those who-.have 10 
percent. 

Mr. Smitu. This budget contemplates the use of $13 million of 
lireet money which will be used primarily to meet the needs of those 
applicants for farm-ownership loans that cannot meet the 10 percent 
requirement. 

Mr. Wuitten. That’s right, but you just stated that the veterans 
vill use all that up and there is nothing left for the others after the 
veterans have used up all your $19 million. And now you cut that 
to $13 million so you won’t even get but two-thirds of your veterans. 
I want to say that is an unsound request. The President’s Bureau of 
the Budget is missing the point and they are drying up the only 
possible source of help for these 185,000 farm families that are up 
against it due to the Secretary’s order to cut cotton acreage. 

Mr. Smiru. This budget also contemplates $45 million of loan 
money under the insured farm-ownership program, or a total farm 
ownership budget of $58 million which is substantially larger than 
the agency has administered for the last several fiscal years. 

Mr. Wuirren. For that $48 million from the insured loans, you are 
just presuming that many people will have the 10 percent and you 
are presuming that the banks, under present conditions with farm 
prices falling, will approve the insured mortgages. That might be 
classified as wishful thinking under present conditions. 

Mr. McLeatsn. We already have written commitments for that 
amount of money from lenders. We have commitments for $58 
million, for both soil and water and farm-ownership loans. 

Mr. WuirrEen. Have you got the commitment from the farmer with 
the 10 percent? 

Mr. McLeaisn. They have been coming in greater numbers than 
ever before. 
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SHIFT TO INDIRECT BORROWING AT HIGHER INTEREST 


Mr. Wuirren. Where the Federal Government can borrow jt; 
money at 1% or 2 percent, I cannot see where it helps the farmer o; 
itself to get an endorser on a 3% percent loan from some other source 

In other words, you go in and give the bank a higher rate of interest: 
the Government guarantees that just as much as for the other type 
of loan. The farmer pays a higher interest rate. The only man who 
profits by it is the banker, as I see it. 

Mr. Scorr. There was the advantage, Mr. Chairman, in the aggre. 
gate of serving a larger number of farmers with less direct borrowing 
from the Treasury. , 

Mr. Wuirren. Less direct borrowing, but more indirect borrowing. 
You pay a higher rate of interest and you promise to pay the same 
amount. 

Mr. Scorr. There certainly is a guarantee there. 

Mr. Wuitten. So what you have done is to endorse my note at 
6 percent interest, knowing you would have to pay it, instead of 
giving your own note for the 3 percent. So the only fellow who 
profits by it is the fellow who gets the interest. 

Mr. Scorr. It does have the advantage of not calling on the Treas- 
ury for direct borrowing. 

Mr. Wuirren. If it guarantees the note with a higher rate of inter- 
est, instead of giving its own note at a lower rate of interest, I should 
think the Treasury is committed to a higher obligation under this 
course than it is under the direct borrowing and direct loan plan. 
And the fellow who benefits by it is the taker of the insured mortgage. 
But, because of the 10 percent requirement, you are making it avail- 
able to people who could get it elsewhere. 

Mr. Scorr. Well, a great many of them are able to qualify, Mr. 
Chairman. The loans are being made. 

Mr. Wuitren. We will say that the 56 percent who are in arrears 
with you and whom you are fixing to sue, and the 1,800 whom you 
have foreclosed and are already in the process of suing, you can be 
assured they are not qualified; can’t you? 

Mr. Scorr. I am sure that many of those could not qualify, you 
are right, sir. 

Mr. Wuirtren. Can you conceive of any exception to it? 

Mr. Scorr. In those that are 

Mr. Wuirren. Fifty-six percent are delinquent, you have fore- 
closed against 1,800 and are now taking a deficiency judgment. Can 
you see where a single one of those could qualify for the insured mort- 
gage loan? 

RANGE IN LOAN DELINQUENCIES 


Mr. Scorr. We can exclude that 1,800, I know that. I had under- 
stood from the testimony that some of these delinquencies were not 
very serious. There is quite a range in the total delinquency figure 
in the extent to which these delinquencies indicate ultimate losses 

Mr. Wuirren. Ranging from $1 on up, it totals $57 million. 

Mr. Scorr. I assume that not all of those are hopeless cases. 
know some are drought conditions beyond their control. 
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Mr. Warrren. When you are dealing with this class of borrower, 
itis hard to operate on assumptions. I notice you assume this and 
assume that, but this is a program where you have to know. 

Mr. Scorr. You are correct, sir. I do not have that figure, but 
| believe the testimony is that there is a wide range of the seriousness 
of the delinquency. 

Mr. WuittreN. I do not think Mr. Smith meant to say that. I 
think he meant to say they would be listed as delinquent if it happened 
to be a dollar. I do not believe he knew of any dollar case. 

Mr. Scorr. I do not understand that all this delinquency is con- 
sidered, or that there is any reason to consider it all as loss. There 
are problems, undoubtedly. 


ADDITIONAL FUNDS NEEDED TO MEET NEEDS BY DIRECT LOANS 


Mr. Wuirren. Mr. McLeaish, I realize you cannot testify over 
and above the budget without being directly asked, so I am asking 
vou directly to submit to this committee for the direct farm tenant 
purchase program, how much lending authority you would need to 
meet the requests that you have, indepe ndent of the insured mort- 
gages, 

Mr. McLeatisu. You mean direct funds? 

Mr. Wuirtren. Yes, sir; I would like to know how much money it 
would take to meet the real needs for production and subsistence 
loans, independent of the budget. 

Then I would like to know how much administrative funds you 
would have to have to put this supervision back on the basis that you 
found it when you came in. And I would like to have in addition to 
that, the amount of administrative funds that you need to handle 
this drought program as you now see it. 

(The information requested follows :) 


The Farmers’ Home Administration has about 15,000 applications on hand for 
farm-ownership loans from individuals who probably cannot met the 10 percent 
down payment requirement for an insured loan. About 12,900 of these are from 
applicants desiring to purchase a farm. Because of the present difficulty of pur- 
chasing farms at longtime earning capacity values, probably only a small per- 
centage of this latter group could be assisted. 

Considering these factors, a total of $50 million for direct farm-ownership loans 
probably would be sufficient to meet the need during each of the years 1955 and 
1956. This would represent an increase of $31 million over the $19 million 
— in 1955 and $37 million over the amount included in the budget estimate 
or 1956. 

The Farmers’ Home Administration believes that a total annual loan authori- 
zation of from $140 million to $150 million, depending on farming conditions, 
would be adequate to meet the requirements of eligible applicants for production 
and subsistence loans. These amounts compare to the budget estimate of 
$122,500,000. 

In order to employ county supervisory and clerical personnel in 1956, com- 
parable to the number in fiscal year 1953, would require about $940,000 above the 
amount contained in the budget estimate. To provide for the workload indicated 
above, a total of $1,370,000 above the budget estimate would be required. The 
amount of $2,450,000, from the disaster loan revolving fund, available for adminis- 
trative expenses in connection with emergency and special livestock loans, is 
believed to be adequate. While the actual costs attributable to these programs 
are greater than this amount, it is not feasible to utilize much additional funds 
from that source. The Farmers’ Home Administration has a large existing organi- 
zation for its regular activities and some absorption of emergency loan activity is 
navoidable, The emergency loan work in the national office is being handled by a 
separate branch, exclusively financed from the disaster loan revolving fund. 
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In addition, about 320 permanent positions throughout the country, mostly ; 
county offices, are financed from this fund. About $815,000 of the $2,450.09 
is being used for temporary employees utilized in State and county offices during 
peak workload periods. The county committee work on feed and hay application 
has been fully financed from the disaster loan revolving fund. 


Mr. Narcuer. We all realize that our friend and colleague, Fred 
Marshall here, is recognized as one of the outstanding Members oj 
the Congress. He is a man of ability and is always fighting for the 
interest of the farmer. He understands fully the farmer’s problem, 

Mr. Seott, I say to you and Mr. McLeaish that here you have , 
graduate of your program and we members of this committee ar 
proud of him. As I understand it, at one time Mr. Marshall was con. 
nected with this particular division of the Department of Agriculture 
and, Mr. Chairman, I know how you and the other members of this 
committee feel about our friend Fred Marshall. 

Mr. Wuirren. I certainly agree with that. 

Mr. Marsnauu. I would like to say that I wish to thank m 
colleagues for that very kind commendation of my past record. 
I would also like to say that the experience that I had with the 
Farmers Home Administration and its predecessor, the Farm Security 
Administration, is certainly one of the highlights of my life. An 
opportunity of seeing how people availed themselves of the aid which 
the Government gave them to put themselves in a position of making 
a success of farming. I don’t believe it is possible to measure in 
dollars and cents exactly the value of a program of that kind. | 
think it has to be measured in the contribution that it made in 
developing citizens of this country which is over and above any 
monetary value that we can place upon that thing. 


BIOGRAPHY OF NEW WITNESSES BEFORE COMMITTEE 


I believe it has been customary, Mr. Chairman, for those appearing 
before this committee to present to this committee the biography of 
their past experience. I believe that this is the first time that Mr. 
Cogdell and Mr. Holliday have been before this committee and | 
believe it would be appropriate if a report of your past experiences 
be submitted to this committee. 

Mr. Barnarp. I have them here. 

Mr. MarsHatt. I would like for them to be submitted and placed 
in the record at this point, Mr. Chairman. 

Mr. Wuirten. Yes, that will be satisfactory. 

(The information requested follows:) 


BIOGRAPHICAL SKETCH OF HomeR D. CoGpELL 


Homer D. Cogdell was appointed as the Assistant Administrator for loan opera- 
tions for the Farmers’ Home Administration December 23, 1954. 

Mr. Cogdell served as Colorado State Director for the Farmers Home Admin- 
istration from March to September 1954, when he was called to the national office 
- as an Assistant to the Administrator in charge of insured loan funds. 

The credit services now under Mr. Cogdell’s direction include loans for the 
purehase, improvement, and operation of family-type farms, soil- and water- 
conservation loans, and the emergency-credit programs. 

Prior to his Government service Mr. Cogdell was for 10 years in the farm real- 
estate business in Colorado. From 1920 to 1944 he was in the sales and service 
department of the International Harvester Co. 

While with International Harvester he served as branch manager at Siow 
Falls, S. Dak., Charlotte, N. C., and Denver, Colo. For 3 years he was assistant 
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general manager of sales for Europe, Asia, and Afriea with headquarters in 
Brussels, Belgium. 

He served with the 87th Division in France and Germany during the First 
World War. He was born in Inverness, Ala., and attended Alabama Polytechnic 
Institute. ; 

BIOGRAPHICAL SKETCH OF Mateconm H. HoLuipay 


Malcolm H. Holliday was appointed as assistant to the Administrator of the 
Farmers’ Home Administration March 1, 1954. He advises the Administrator, 
Rk. B. MeLeaish, on policy matters and is responsible for the activities of the 
service divisions in the national office. 

From 1943 to 1951 Mr. Holliday was owner and publisher of Holliday Publica- 
tions, a newspaper chain and commercial printing organization serving eastern 
Kentucky.. In 1951 when the publishing company expanded and incorporated, 
Mr. Holliday became president and publisher for the new organization. 

For about 10 years prior to entering the newspaper business he was a general 
agent for the Kentucky Home Mutual Insurance Co. and the Commonwealth Life 
Insurance Co. 

Mr. Holliday is a past president of the Kentucky Press Service. 

He attended Lees Junior College at Jackson, the University of Kentucky at 
Lexington, ana received an A. B. degree from Morehead State College, Morehead, 
Ky. 

‘He was born in 1912 in Jackson, Ky., is married and has two children. 


LOANS UNDER FARM SECURITY ADMINISTRATION 


Mr. Marsuauu. Mr. Barnard, you made some comparisons, the 
money loaned and the repayments to the Farm Security Administra- 
tion as compared to the loans made and the repayments made by the 
Farmers’ Home Administration. 

Now, I think, as you know, the loans that were made by the Farm 
Security Administration met far different standards than those that 


have been made by the Farmers’ Home Administration. In other 
words, the lending policies of the Farm Security Administration were 
much more lenient, were they not, than the Farmers’ Home Admin- 
istration? 

Mr. Barnarp. I was merely trying to illustrate the difference I did 
not put in the percentage figure, but considering the reserves that 
we have set up, the ones that I said the General Accounting Office 
had approved, the losses would only be 4 percent on the production 
and subsistence loans. The total was only $34 million, after all is 
paid out, compared to the $57 million now delinquent. So it would 
sll to prove that $57 million is a temporary delinquency. 


FUNDS RETURNED TO TREASURY IN PRIOR YEARS 


Mr. Wurrren. I would like to read into the record, in connection 
with my asking Mr. McLeaish about this million dollars going back 
into the Treasur y shortly after he took over. This appears on page 
883 of last year’s hearings in which Mr. McLeaish said: 


I don’t know of a banker who has added on more personnel to collect their 
money. Some of them cut their personnel when it comes to difficult times. 


I won’t read further, but I call your attention to pages 883, 884, 
and 885 in which it clearly shows that you did approve giving a mil- 
lion dollars back to the Budget. 

Mr. McLxaisu. It does not show that I approved that specific 
item. 

2" Wuirten. That is the way I read it. We will let it speak for 
itself, 
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One other statement appears here in the record. You said that j 
subsequent events prove you were wrong, you would be the first t) 
admit it. I wonder if you are ready. 


EMERGENCY LOANS DUE TO DROUGHT 


Mr. McLeatsu. I am not ready yet but I am making the san, 
statement. We have this year 1,500 or more counties in the country 
designated for emergency loans due mostly to the drought. 

Now, I realize the importance of this program. Yet, we are faced 
with people day after day, people who are on farms that are not suff. 
cient to produce an adequate income. 

Mr. Waurrten. From the feed loans that you drew some $600,000, 
How much did you draw from the disaster revolving funds? 

Mr. Barnarp. $2,300,000. We have drawn so far and hav 
requested another $150,000. 

Mr. Wuirren. The record clearly shows you have a lot of money 
to meet this problem, so that is hardly the answer to why the super. 
vision has not been given to help these farmers make their money and 
hold expenses down. For the people who are tenants and share. 
croppers, who cannot get credit anywhere else, the greatest help is to 
keep them going. The reason, perhaps, they were in that fix to start 
with in many instances is because they had no budgetary training, 
no budgetary experience, and were prone to throw away what they 
might get their hands on. That has been true in some instances, al 
least is was true to the point that you have to supervise throughout 
the year and control expenditures under this program. That has 
been true from its inception. 

Now, if it were merely a bank trying to collect from a man who 
could put up his 10 percent, you might have a different story. 

Mr. Scorr. We realize, Mr. Chairman, that these folks do need a 
great deal of careful help and supervision. 

Mr. Wuirtren. They do not have supervision through the year. 
But if they did many of them could pay you at the end of the year. 


EFFECT OF OFF-FARM INCOME ON MAKING LOANS 


Mr. Marswauu. Mr. McLeaish, when you make a production and 
subsistence loan, what credit do you give for off-farm employment in 
arriving at the loan? 

Mr. McLeatsn. Of course, we try to direct our loans to people who 
can give their full time to farming but there are areas where a farmer 
can’t give full time to farming and his off-farm income is taken int 
consideration on his ability to repay the loan. 

Mr. MarsHauy. Do you mean that payments are set up on the 
basis of a continuing off-farm employment or salary? 

Mr. McLe«aisn. I will let Mr. Smith answer that. 

Mr. Smiru. Generally, Mr. Marshall, the outside income that the 
farmer realizes is set aside for his subsistence needs rather than for 
debt payment. We plan with the farmer for the purpose of getting 
our loan paid out of his farm income, recognizing that. he will not 
have to use as much of his farm income to meet his subsistence needs 
because of outside income. 
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| would like to add that our farm ownership loans and our produc- 
tion and subsistence loans are made to farmers and ranchers who are 
principally engaged in farming. This outside income is income that 
is realized at slack seasons of the year. 

Mr. MarsHaLu. I am particularly interested in your comments, 
Mr. Smith, because a short time ago Mr. Morse, the Under Secretary, 
in commenting about the possibilities of farm income, commented 
that one of the bright spots was the off-farm employment that was 
bringing more income to the farmer. I would presume that your 
loan authority gives you the necessary leeway so that you can make 
loans to the people who are in that position, can’t you? 

Mr. Smitu. We are not now making either our farm ownership 
loans or our production and subsistence loans to individuals who are 
continuously employed off the farm. I mean that, in areas where off- 
farm work 1s available to people 8 hours a day of work, we do not 
make loans available to those types of individuals. 

Mr. MarsHauu. Do you feel that that is consistent with the policies 
that Under Secretary Morse has been discussing? 

Mr. SmitH. I am not acquainted with the particular speech or 
statement that you have reference to, but I believe, Congressman, 
that the congressional hearings and other records will support the 
proposition that everyone is in agreement that our loans should be 
limited to farm people, ranchers and farmers who have an opportunity 
and have a chance to become reasonably established, soundly estab- 
lished in farming on a full-scale farming basis. 

Mr. MarsHA... Is this not also a fact, Mr. Smith, that if a person 
engages in off-farm employment, that he endangers his farm owner- 
ship loan? 

Mr. Smitu. That is right; if he works off the farm the full time, he 
would, that’s right, sir. 

Mr. MarsHauu. Therefore, the bright spot that the Secretary talked 
about adding to income by off-farm employment work, that is not a 
bright spot as far as your borrower is concerned. 

Mr. Smita. It is if the employment does not interfere with the 
conduct of farming operations. There are lots of areas, as you well 
know, where, during the slack season, people can get off-farm employ- 
ment that adds substantially to their income. 


LOAN REFINANCING 


Mr. MarsHatut. The number of county committeemen I have 
talked to, Mr. Smith, concerning the regulation that you have for 
refinancing, what are your regulations in refinancing a production 
and subsistence loan? 

Mr. Smiru. Our regulations provide that production and subsist- 
ence loans will not be made primarily for refinancing. If an applicant 
applies for one of these loans and owes a mortgage on his livestock 
and equipment, and because of the terms of the loan, the due dates 
and the amount payable monthly or annually, is such that he cannot 
carry it, and the applicant also needs financing for other reasons, we 
do a limited amount of refinancing. He may need it to add to the 
amount of his livestock; he may need to buy additional machinery; 
he may need to improve his pastures, and make some other adjust- 
ments in his farming program. 
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SUPERVISION OF REFINANCING 


Mr. MarsHati. Some of the committeemen have told me tha 
because of the cost-price squeeze, it has placed some of the borrower 
particularly a new veteran, in difficulty. It has placed his loan jy 
jeopardy with a commercial lending institution. This man would by 
a good farmer if some supervision was given to the loan which oftep. 
times commercial institutions cannot give. These committeeme 
have told me that in making out farm plans, in order to make tha 
loan, that often they have been unable to assist. The only alternatiye 
this individual has would be to have a bank foreclose on him; would 
it not, Mr. Smith? 

Mr. Suir. We have found, sir, I believe, that in most of thos 
cases, that you have reference to, that the changing of creditors wil 
not cure the basic problem that many of those farmers have. Wy 
find in analyzing their needs, that most generally their need is fo 
improving the quality of their livestock and getting better production 
on their farms. 

Mr. MarsHauu. You have been with the Farmers’ Home Adminis 
tration for a considerable length of time and vour files are filled with 
instances where the supervision given by the supervisors to thes 
loans was the thing that made those loans good, sound loans, is that 
not correct? 

Mr. Suitu. That is right, sir. I am merely saying that many of 
those farmers’ problems cannot be corrected by merely exchanging 
creditors; that they need to make some other basic changes in their 
farming programs. 

Mr. Marsuatu. Oftentimes it is the supervision that is needed 
You did not take into consideration supervision in a refinancing 
proposition? 

Mr. Smita. We do after we make the loan. 

Mr. Marsuauu. After you make the loan, but what I am talking 
about is this man who finds it impossible to make a loan through you 
for a refinance proposition. Supervision is often the only thing that 
will solve the problem. 

Mr. Smiru. The only thing I am saying in answer to that is that 
our analysis of most of those instances leads to the conclusion that 
the farmer generally needs something more than merely exchanging 
his creditors. He needs either to improve the quality of his livestock 
adopt better practices in connection with his farming program, or 
secure a better line of equipment so that he can farm more efficiently 
and so on. 

Mr. MarsHa.u. It seems to me, Mr. Smith, if I might make a 
suggestion, that it might be well to review your present policies 
So many people out in the country have informed me that they think 
that this policy is unjust; and I would suggest to you that you might 
review your policy to see what it is doing. It is a matter of reguli- 
tion, not law, is it not? 

Mr. Smrrx. Yes; there is authority under the statute to refinance 
debts. We have continuously, since 1947, since the Farmers Home 
Administration Act was passed, interpreted that to mean that It 
should be done on a limited basis and not be the primary purpose 0! 
the loan. 
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INADEQUATE PLANNING AT TIME OF MAKING LOANS 


Mr. MarsHALL. | think that this situation has become more acute 
in the last 18 months because of the cost-price squeeze situation that 
exists. That leads me to another comment on another statement 
that you make in your statement, Mr. McLeaish, which reads: 


As we have analyzed this problem, it becomes increasingly apparent that many 
of the losses which we are suffering result from inadequate planning at the time the 
joan was made and, often, the making of loans which should not have been made. 

Now, I realize that this is outside your responsibility, but no one, 
when some of these loans were made, could visualize the cost-price 
squeeze situation at the present time. 

Mr. McLeatsa. That is correct. 

Mr. MarsHauu. No one could have anticipated the loss of income 
because of the lowering of price supports. 

Mr. McLeatsu. | would not criticize any of those loans, but there 
are loans that I personally reviewed that should not have been made. 

Mr. MarsHa.u. I presume that if your organization does the work 
that the Congress provided for you to do, that you are always going 
to find that some loans are going to be made that should not have 
been made. 


Mr. McLeaisu. In my line of endeavor, it will happen; nobody is 
perfect. In this connection I think I ought to put in a word of praise 
for the staff I have over the country. They are all fine people; there 
are a few that are not the best, but we are very proud of our staff, at 
the county, State, and National levels. 

Mr. MarsHa.u. It seems to me, Mr. McLeaish, that sometimes in 
looking at the loans and saying what loans should not have been made, 
that it leads to a screening process where you are not making loans 
that ought to be made. 

Mr. McLuatsu. That could happen, too, and we have had those 
complaints. We have some that were made only because they were 
reviewed by us in the National Office. 


CHANGE IN APPRAISAL POLICY 


Mr. MarsHauLu. You have made some change in policy to where you 
are now calling upon the county supervisors to do appraising work? 

Mr. McLeaisn. What we have done is to have a county supervisor, 
grade 9, who appraises in the 4 or 5 counties around him. He will 
have an assistant supervisor who handles most of the routine work in 
the office. 

Mr. Marsuauu. Have you analyzed that so that you feel you are 
not interfering with the supervision of the borrowers in that particular 
county? 

Mr. McLeatsu. This supervisor is, I might say, a super-supervisor. 
While he does not supervise the work of these other counties, they call 
on him for advice and they are grade 9 experienced appraisers. We 
find we are making loans in a lot less time. It is actually saving time 
in loan making. 

Mr. MarsHatyu. IT am not critical of your policy in that regard. 
Only so far as it does not deprive the county in which that supervisor 
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is located from properly supervising and servicing the other borrowex 
in the county. 
Mr. McLeaisn. We feel the same way as you do about that. 


ATTITUDE TOWARD DELINQUENCIES 


Mr. Marsuauty. Mr. McLeaish, you commented a moment ag 
about the high rate of delinquency. It seems to me that that tells us, 
story to which we ought to pay a great deal of attention. I am eo). 
cerned over the attitude of some of the people feeling that the only way 
to settle a problem case is to foreclose it. 

Mr. McLeaisn. We do not feel that way about it. We feel yw 
ought to give that man as much chance and as much time as possible 
As Mr. Smith explained, if we were in PCA work, that note would be 
renewed from year to year but we keep notes with the or iginal ma. 
turity. As long as the man looks right and it appears that he cay 
make the grade, we want to stay with him. 

’ Mr. MarsHatu. That is a fine statement to make to us, but hay 
you informed your people out in the States that that is your policy’ 

Mr. McLeatsH. We have informed them. 

Mr. Mars#auu. Do you insist that they explore every possibility 
through supervision of making it possible for a borrower to pay of 
before taking the final step of foreclosing? 

Mr. McLeaisu. I have done it in talks with State people and when 
we have had it called to our attention that our people may have been 
unjust, we let our attitude be known. 

Mr. MarsHa.tu. It has come to my attention that a number of 
times borrowers have been told that we are going to work out a liqui- 
dation of your loan and that there have been some instances where 
these borrowers have gone over to the local lending agency and the 
local lending agency has proceeded to make them a loan. That is 
one thing to do it that way. Another way is to say that this loans 
current enough to avail itself of commercial credit. But when you 
are forcing a poor loan upon the local lending institution, it does not 
appear that that policy that you just stated was followed too well. 

Mr. McLeatsn. I would like to know of any such instances. W 
have had such instances called to our attention, and we have checked 
into every one of them. Most cases of foreclosure or liquidation have 
been cases where the borrower himself has given up the ghost, in some 
instances, he has left the place. 


FARM HOUSING LOANS 


Mr. MarsHatu. We have been interested in rural housing. Could 
you tell us what your experience has been with rural housing? How 
many rural-housing loans have you made and what process do you g0 
through? 

Mr. Barnarp. Our housing loan program got underway in 195) 
It ran 5 years. In the first year, we made 3,791 loans; in 1951, 5,296: 
in 1952, 4,255; in 1953, 3,447; and in 1954, 2,818. These are initial 
and subsequent loans. 

The aggregate amount of money that was loaned in the 5 years was 
about $97 million. - 

Mr. Marsuwatt. In other words, you were making less than half ou! 
of the housing loans that you were making 4 years ago. 
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Mr. BarnarD. The actual amounts by year, Mr. Marshall, are 
hese. In 1950, we made $17,200,000; in 1951, $24,100,000; in 1952, 
9). 800,000; in 1953, $19,100,000; in 1954, $16,100,000. Of course, 
he amounts we made represent all the money we had. There was some 
light shifting, if you recall. ‘The amount for farm ownership and farm 
ousing loans was in one sum in the appropriation act. We had 
uthority to use it either way. 

Mr. Marsuatyt. How many do you anticipate making this next 
ear? 

Mr. Barnarp. We have no money now for farm housing loans 
inder title V of the Housing Act. We are making loans under the 
arm ownership program that are comparable to those. This year 
ve have estimated $8,500,000 will be loaned, under what we call the 
juilding improvement loan, that is comparable to farm housing, 
ind in 1956 we are estimating $18 million. 

Mr. MarsHauu. Do you feel that the $8 million adequately meets 
he need that we have for rural housing loans? 

Mr. Barnarp. No, I do not. 

Mr. MarsHatut. What is this committee going to have to do? 
Are we going to have to eartag a larger amount of farm ownership 
oans so you make those loans to local people? 

Mr. BARNARD. You see, Mr. Marshall, at the time we had authority 
to make housing loans under the Housing Act, we never averaged 
more than $20 million available each year. The statute provided 
$100 million in the fourth year, and in the fifth year another $100 
million, but we only got about $18 eit each of those years. 

Mr. MarsHatn. Do vou feel it is going to be necessary for the 
Federal Housing Administration to make rural housing loans in order 
to satisfy the need for rural housing? 

Mr. Barnarpb. I think we can take care of a good part of it through 
farm ownership loans under the insured program. Most of these 
owner applicants have the 10 percent down payment. ‘To the extent 
that they are on family-sized farms, we can take care of it through 
the farm ownership program. 


NEED FOR INCREASED ASSISTANCE FOR RURAL HOUSING 


Mr. MarsHauu. I take it from your statement that you feel that 
there is a definite place in this scheme of things for more assistance 
io rural housing. 

Mr. McLeatsu. I definitely do, very frankly. I have been around 
the country and I have seen some pretty dilapidated houses that 
ought to be rebuilt or repaired substantially. It is a matter that 
concerns me very much. 

As Mr. Barnard points out, that is one of the things that can be 
taken care of under this insured program because the farmer usually 
has his 10-percent equity. The limitations there are that we are 


i limited to family-size farms. This may be or may not be a good 


thing. he first year I was here, when we had scire title V funds, 
we had a large demand from people who were fully employed off the 
farm, who were not farmers at all. Applicants who would own from 
4 to 14 acres and would like to raise strawberries and chinchillas and 
would want to build a house. I think you agree with me that those 
kind of people are not farmers. 

58682—55—pt. 3——-37 
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Mr. Marswauu. Changing your example a little bit, here is a my 
who is employed off the farm, makes 60 percent of his income or spend 
60 percent of his time off the farm. And he is probably getting froy 
his income from his farm a pretty fair return for the 40 percent thy 
he puts in on his farm. Presently, that particular individual has yy 
place to find assistance. 

Mr. McLeatsu. I would assist that kind of aman. But when yy 
have people, as I have had call me, working in the Governmey 
Printing Office, or working in the Department of Agriculture, » 
working on the railroad as a railway mail clerk, applying for housing 
assistance, I think you will agree with me that they are not really 
qualified farmers of any kind. ; 1 

Mr. Marsua... I agree with you that he is not a qualified farmer. 
But as far as his housing problem is concerned, he cannot get a loa) 
through the Federal Housing Administration. They say the Farmer 
Home Administration should assist you. You say he is not a qualifiel 
applicant because he is not a farmer. Therefore, that particulay 
individual is in no place that he can get any assistance for a housing 
loan. 

Mr. McLeatsu. I would agree that he is not now qualified. (j 
course he is not under the Bankhead-Jones Farm Tenant Act.  An( 
that is the twilight zone. I agree with you on that. 


QUALIFICATIONS FOR RURAL HOUSING LOANS 


Mr. Marsa. This has brought about some inquiry from people 
wondering if, then, Federal Housing Administration should not 
change their epootone to make housing loans in rural areas. Do 


you feel, Mr. McLeaish, that that should be done? 

Mr. McLxaisu. I do not think I would object to it if it would help 
to get some homes out there. 

Mr. Marsuauu. Now, I haven’t any particular point in makiig 
any comments about the ability of other people in our society to 
obtain assistance but it seems to me for the record that people living 
in towns or cities have many advantages in obtaining assistance for 
housing which rural people do not have. It seems to me that when 
we talk about housing programs in this country that the problem o! 
rural housing is often overlooked. 

Mr. McLeatsu. I think it is probably the most overlooked problem 
in the country, in my own observation, seeing people with barns about 
to fall down or a porch about to fall down simply because they have 
not been able to secure the financing to build a good house, a livable 
house—— . 

Mr. Marsuatu. This housing problem, as far as the farmer i 
concerned, is not only confined to his living quarters but he also has 
the problem of maintaining his barn, his water system, his sanitation 
system, all of those things which are things which are an expense té 
him. I am glad to see, Mr. McLeaish, that you agree with me thai 
that is one of the big problems in rural America. . 

Mr. McLeatsu. There is another problem. That is houses i 
pretty good shape that don’t have plumbing facilities. I think those 
can be financed some other way, but I was astounded to learn of 
the number, some 4 million without running water in the house. 
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Mr. MarsHALL. Certainly, we have some odd things that take 
lace. 1 saw in the morning paper where we were spending, more on 
pmic books than we were on textbooks. And we have rural America 
hat in a modern age when we think of plumbing as a necessity, a very 
neh pe reentage of our farms, as you stated, do not have running water 
id certainly it indicates that it is a problem for which we must find 
1 answer. 

Mr. McLeatsuH. I agree with that, Congressman. 

Mr. NatcHer. Mr. Scott, I was very much interested in that 
ortion of your statement in which you stated that the Department of 
Acric ulture is very gratified with the pengrens being achieved in 
hifting the financing of loans from the Government Treasury to 
rivate lending institutions, and further that amendments to the 
Bankhead-Jones Farm Tenant Act and the Water Facilities Act, 
nacted during the 83d Congress, are proving very beneficial in this 
egard. You further stated that the insured farm-owne rship program 
pas accelerated substantially as a result of these amendments, and 
hat the new program of insured loans for soil and water conservation 
s getting underway in a manner which should be very beneficial. 


OANS UNDER AMENDMENT TO BANKHEAD-JONES FARM TENANT ACT 


Mr. Narcuer. Mr. McLeaish, I was very much impressed with your 
statement in which you stated, in part, that: 


Upon enactment of the amendments to the Bankheed-Jones Ferm Tenent Act, 
vhich permitted en interest rete to lenders on insured farm-ownership loe.ns of not 
o exceed 4 percent, we reised the interest rate to 3% percent. This compares to 
he previous statutory fixed rate of 3 percent. An additional 1 percent is paid 
yy the borrower and is available one half for edministretive expenses and the other 
half for the insurance fund. The revised rate of 3% percent to the lender is 
surrently providing ample private loan funds for all of the loans which we are able 
to approve. 


I wonder if you gentlemen would insert in the record at this point 
the number of loans made by State, total amount of these loans, and 
the maturity date since the amendments that you pointed out passed 
by the 83d Congress to the Bankhead-Jones Farm Tenant Act. 

Mr. Marswatu. There being no objection, that will be inserted at 
this point. 
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Farm ownership loans made under revised authorities contained in Public Law jy 
(83d Cong. 2d sess., amending title I of the Bankhead-Jones Farm Tenant he 
Period Sept. 18, 1954 4, to Mar. 1, 1955 


| 
| swumber | Amount || | Number 


Amount 
1} 





| 
a 
RIO 655s int once 88 | $675,860 || New Hampohire.............. 
Arizona ‘ 183,975 || New ——- tien cae iY 
Arkansas_.--.------ ee ‘ 209, 525 |} New Mexico-. 
California___- ioe 130, 720 |} New York 
IRIODS 0 iia cneemcce} | 10, 900 || North Carolina. 
Colorado ick peal 9, 290 |} North Dakota-- 
Delaware ‘i : 19, 510 f 
Florida a q 260, 670 || Oklahoma.. a cdiewat 
0 UE gee eee ee ee STOO Ormerod : 
3 383, 240 || Pennsylvania 
PI, 6 odide oe is placate 269, 365 || Rhode Island_-_- 
Indiana | 366, 060 || South Carolina_-..--...-..--- 
Der. Poe ee a a 5 , 145, 387 |} South Dakota.-_._._......-_--]| 25 374, 
Kansas ceed f 190, 725 || Tennessee 5 400, 2%) 
RI 8 iis ws meena Bk Sa AR OI an be ec itt hats 334, 60 
Leumeta. ........... Posdat de Ng ha a a ee 53, (85 
NN it de seaentighincoerce 2¢ 194, 639 |} Vermont | 9 3% 
DE 4%. denen ocaccnn sot , Se, LLL, VIED okt cnn cwuhncop i 19 243, O73 
Massachusetts. ......---.----- 13, 150 || Washington. ............-.-.- 14] 195% 
Michigan___-_-- 3 ¢ 565, 475 || West Virginia 16; 139,79 
Minnesota___--- aoe of 263, 486 || Wisconsin bahoae 65 771, 90 
Mississippi : 716, 074 |). Myeming...........-.<......] 4 47, 44 
Missouri-_.--- eh ; 768, 725 || Hawaii at niaaie haaxniat 10 110,19 
Montana____-- ; 7 119, 460 |——— - . 
Nebraska_-_- . : ill 197, 030 || I ices cia at i 310 13, 973, 
WONG. 2eda5sinc5- ters 0 | 














Note.—Revised procedures of the Agency were released to become effective on Sept. 18, 1954. The ahove 
tabulation excludes about $3 million in loans insured between July 1 and Sept. 17, 1954. All of these loans 
mature annually on Jan. 1. 


PRIVATE INVESTORS IN INSURED PROGRAM 


Mr. Natcuer. Mr. Scott, I was further impressed with your 
statement in which you stated that the budget estimates provide for 
the same amount of direct loan funds as in 1954 except for a reduction 
of $6 million in farm ownership loans, and that this reduction would 
be more than offset by anticipated increase of insured farm ownership 
loans which are expected to increase by $21 million to a total of $4i 
million in 1956. 

What do you base that expectation on, Mr. Scott? 

Mr. Scorr. The increased amount of loans, Mr. Natcher? 

Mr. Natcuer. Yes, sir. 

Mr. Scorr. Mr. McLeaish stated a while ago that there have been 
over $50 million committed by investors under this insured program. 
The funds are there with which loans can be closed. 

Mr. McLeatsu. Last year all we had of this insured money was 
about $8% million. That is all the private lenders were willing to 
put up. That was a case of getting one loan at a time. We have 

revised our procedures in accordance with the changes in the law and 

we have called in a representative group of lenders, some from insur- 
ance companies, some retirement-fund people, country bankers, and 
large bankers. We had about 30. We had them assemble to help 
us in the writing of rules and regulations, so the program would operate 
more in line with their operations. They had some complaints about 
how it operated before. 

As the net result, these commitments have come in and I expet! 
another $2 million in the next few days. 
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ROLE OF LOCAL OFFICES 


Mr. Natcuer. Mr. McLeaish, you stated to the committee that 
you now have 41 State offices. How many local offices do you have 
in the United States? 

Mr. McLeaisH. Approximately 1,500. 

Mr. Narcuer. In shifting some of the duties and responsibilities 
from the State office to the local office such as your appraisal matters, 
do vou find that to be more successful and more economical? 

Mr. McLeaisuH. It is getting our job done a lot faster. 

Mr. Natcuer. Other than the matter of recordkeeping, that is the 
keeping of the actual records, what advantage, as a matter of record, 
is it to shift this responsibility from the State offices down to the 
local offices? 

Mr. McLeatsn. The local offices have always kept the records. 
The bookkeeping records are kept in St. Louis in the national finance 
office. 

Mr. BarnarD. The records we shifted frem the State offices to 
the county offices, were duplicate sets. 

Mr. Natcuer. That is what I had in mind. Other than the shift- 
ing of the records, what would the advantage be? You point out 
the appraisal function has been moved from the State office to the 
county offices with the appraisal being done by county supervisors 
who also serve as heads of the county offices when not doing appraisal 
work. In the State offices, the changes have resulted in removal of 
an elaborate Kardex system, a duplicate of about 60,000 real-estate 
files, and so forth. That is what I had in mind. Do you find it is 
more successful as a matter of shifting it down to the county offices? 
I would be inclined to agree with you, Mr. McLeaish and just want 
the record to show your feeling i in this matter. 

Mr. McLeatsu. Our business is actually done in the county office, 
anything above that is overhead. 

Mr. WuiTrren. I raise this question because Mr. McLeaish’s 
views differ from my own: To have a county supervisor who is charged 
with various other things, to keep on doing appraising, might not be 
as good as to have an appraiser who is expert in that field. Some of 
your supervisors have not had any dealings particularly with appraisal 
work. You take a man running a county office and send him to an- 
other area to appraise a farm. I raise the question as to whether that 
would be as good as having a full-time experienced man for that work. 
We used to have folks with the Federal land bank and others who did 
that work on a broad scale. It strikes me that a man who has 
seen lots of farms and compared each with the other and is expert 
in his field might do a much better job than a county supervisor deal- 
ing with the day to day supervision of people who are sent to another 
county to appraise a farm. I raise the question. 

Mr. Narcurer. How do you answer that? 

Mr. McLeatsu. We found the people we put into those jobs are 
qualified appraisers. 

Mr. Barnarp. A good many of them, Mr. Whitten, were on the 
State office staff as full-time appraisers and were merely transferred 
to the county offices and given appraisal duties in a smaller area, 
plus acting as the head of a particular office. 

Mr. Navcrer. Mr. Smith, do you have anything to add to that? 
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Mr. Smiru. Before this change was made in the conduct of oy 
appraisal function, we carried on our State staffs a substantial ny. 
ber of people or appraisal positions all over the Nation. It was neces. 
sary because of the ups and downs in the volume of work to carry 
more appraisal positions than would actually be needed the vear round, 
In order to carry out our appraisal function more quickly, we trans. 
ferred these positions to the county staffs and set those jobs up ag 
county supervisor-appraisers. In many instances, the same peopl 
are now performing the appraisal functions as were performing jj 
under the old system but we are also able to use their services more 
effectively the year around under the present svstem. 


INCREASED BUDGET FOR COUNTY COMMITTEES 


Mr. Narcuer. You pointed out in your statement, Mr. McLeaish, 
that the budget estimate for salaries and expenses was $24,500.00) 
which is an increase of $950,000 over the amount appropriated for 
1955. You further point out that most of the increase will be utilized 
in the counties to strengthen the staff’s working directly with farmers 
and for county committee expense. What do you mean by county 
committee expense? 

Mr. McLeaisH. We have committees of three in every agricultural 
county. When they meet we pay them $5 a day, plus $2 travel 
expenses. 

Mr. Natcuer. You refer there to county committee expense. 

Mr. Barnarp. The increased expense is in connection with the 
increased number of loans. 

Mr. McLeatsu. This new soil and water loan and the expansion oi 
some of the other programs, will require some additional people. 

Mr. Natcuer. You further point out that the farmers—the 
Farmers’ Home Administration now has about 74 percent of its per- 
sonnel in county offices as compared to about 67 percent in 1954 and 
64 percent in 1948. You are definitely sold on the idea that this will 
be an advantage; is that correct? 

Mr. McLeatsu. I am sold on the idea. I think our county people 
are our most important people. 


DELINQUENCIES RELATED TO PARITY INDEX 


Mr. ANDERSEN. I have a few questions, Mr. Chairman. ‘The first, 
or first is a preface to what I want to say. I cannot recall during the 
last 12 months, gentlemen, receiving a single letter from my congres- 
sional district criticizing in any way the operation of the Farmers 
Home Administration. I have had a few letters from communities 
affected, not from farmers, but from the communities affected pro- 
testing the taking away from that particular county its superviso! 
and joining 2 counties in these instances, making the 1 area out of 
the 2. As I have said, I want that in the record as a preface to my 
question to show that from the viewpoint of operations, there 's 
nothing that I know of from the farmers in my congressional district, 
nearly 40,000 of them, that has been called to my attention in any Way 
during the past 12 months in the line of criticism of the operations 0! 
the Farmers’ Home Administration. 
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Now, referring back to the previous discussion as to the delin- 
quencies, Mr. Smith, I wish you would let me have again the total of 
delinquenei es for each fiscal year from 1951 to date. 

Mr. Smita. On December 31, 1951, the total amount that had 
matured was $96 million. $28 million was delinquent. As of that 
date, 50 percent of the borrowers were delinquent some amount. 
The 50 percent relates to borrowers and not to money. December 
31, 1952, $119 million had matured, $34 million delinquent. Fifty-two 
percent of the borrowers were delinquent. December 31, 1953, $153 
million matured; $44 million delinquent. Fifty-three percent of the 
borrowers delinquent. December 31, 1954, $194 million matured, 
$57 million delinquent; 56 percent of the borrowers delinquent. 

Mr. ANDERSEN. This would seem to me to indicate that as the 
parity price index has declined from approximately 115 in 1947 and 
1948 to 86 at this present time, we see delinquencies in this particular 
organization increase almost in like ratio. Is there not some connec- 
tion there, Mr. McLeaish? In other words, your delinquencies more 
or less go along with the economic situation of the farmer, do they not? 

Mr. McLeatsu. Delinquencies would follow economic conditions 
or disaster conditions which of course would affect economic conditions. 


ADDITIONAL SUPERVISION NEEDED 


Mr. ANDERSEN. Certainly now, as Mr. Whitten has well stated, it 
has always been the opinion of this subcommittee and I know it has 
been my opinion and continues to be, that more supervision of bor- 
rowers must be available during a period of price cost squeeze such 


as at present than is necessary ‘when farm income is high as in 1948 
or 1950. Now, Mr. McLeaish, is it your opinion that you are today 
sufficiently staffed to give to the borrowers at this time that pro- 
portionately needed additional supervision than they had in 1948? 
In other words, do you feel that you can give them a certain degree 
additional supervision today above that ‘which was given to them 
in 1948? 

Mr. McLearsu. I think we can, with the additions we are asking 
for in this budget. 

Mr. ANDERSEN. You say this can be done with the additions you 
request in this particular budget. But you would then admit that 
during 1954 perhaps you have not given any increased supervision 

taking into consideration 1948 as compared to 1954. 

Mr. McLeatsu. I have been looking at these delinquency figures. 
You take the percentage of money dec lining i in all of these years, the 
percentage of money to maturities is about 30 percent in every one of 
these years. Of course, the number of people is larger. 

Mr. ANpEerRSEN. I still get back to my original contention that in a 
year such as this we must have for the good of the program a certain 
degree more of supervision than was necessary in 1948. 

I think you will agree with me on that. 

Mr. McLearsu. I will agree with that. 

Mr. ANDERSEN. I am fully in agreement with Mr. Whitten, gentle- 
men, that we have got to watch this situation very carefully. I am 
fully convinced we are faced for quite a few months or even years with 
a further price-cost squeeze unless the Congress decides to go back to 
the 90 percent price supports beneath our basic storables. I think 
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you people are faced with quite a problem in your organization, 4; 
Mr. Marshall has well stated, we cannot operate the Farmers’ Hon, 
Administration based solely upon the money equation. In this oy 
particular organization, if in any in agriculture, the human equatic, 
enters the picture very strongly. That is why the Farmers’ Hon, 
Administration is as important as it is. It is the only place to whic) 
hundreds of thousands of farmers can turn for credit. 

Mr. Wuirren. Would you permit me to interject there? 

Mr. Andersen, I thoroughly agree with you; and figured strictly 
from the money angle, close supervision is the best way to protect the 
money also. 

Mr. ANDERSEN. Exactly, Mr. Whitten, and that is why it is all tle 
more important that we give to this great organization sufficien; 
staffing so it will be able to give the close supervision that we certainly 
all know loans require. . 

Mr. Scorr. I want to assure you that we have discussed this super. 
vision matter many times and I think we are in full agreement wit! 
your statement that it is vital to the success of this program. To carn 
out its purposes and in the interests of properly safeguarding tly 
Government’s investment in these loans, there needs to be an ade. 
quate staff to perform proper supervision. I think that when aé- 
versities come along, that the business does require more attention 
I want to say again as I did earlier, that I am sure that this feed pro- 
gram load we put on the offices in the drought States has interfered 
with their regular work. It is something that we are going to try to 
keep to a minimum in the future. 

Mr. ANpERSEN. I think, Mr. Scott, there is no question but what 
the drought picture in the Southwest has added considerably to this 
comparatively small increase in the delinquencies among the borrowers 
in your organization. 

Mr. Wurrren. In addition to what you say about proper super- 
vision, we must keep that program alive. Under present initiative. 
as I stated earlier, the Department’s own findings are that, out of 
185,000 farmers cut to a subsistence level by one acreage reduction 
order or another, 55,000 are without homes. Nor do they have 
social security or unemployment compensation. Again, this is the 
only place to which they can look. 

Mr. ANpDz=RSEN. I would like to refer to the fact that banks in the 
seventh district, which is in southwestern Minnesota, are almost 
100 percent behind this program. They have found that there ar 
thousands of cases to which they could not extend credit and at tl 
same time they have found hundreds of these which temporarily hav: 
been given credit by Farmers Home Administration have eventually 
developed into very good credit risks. 

Mr. Horan. I would have to say to my chairman that anything 
is in surplus that is produced over and above the ability of any given 
market, domestic or world, to absorb at a profitable price to the 
producer. We had too many onions out our way last year, carloa( 
after carload went to waste. You just have to call them surplus. 
guess that is one of your headaches, isn’t it? 

Mr. McLeatsH. That is some of it. 
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INCREASE IN PERSONNEL 


Mr. Horan. I notice on page 116 of the committee print, under 
“Salaries and expenses” that you are asking for almost a million 
dollars increase there. That is for personnel? 

Mr. McLeaisn. For personnel; yes, sir. 

Mr. Horan. I notice on page 117 that the total number of em- 
ployees at the end of the year in 1954, actually, was 8,443. The 
1955 estimate is 8,650 and 1956 estimate is 8,860. Are those figures 
right? 

Mr. BarnarD. Mr. Horan, those are the Civil Service Commission 
report type figures. You would not find them in anything we are 
putting out. T hey represent the actual number of full-time e mployees 
on the payroll and the actual number of committeemen that happen 
to have done some work that particular month. It is not a man-year 
figure. It is not an employee figure as we ordinarily know it. We 
have about 5,000 full-time employees. There are over 9,000 of these 
county committeemen but the average number that would work in 
any | ‘month who would be called to a meeting, would only be about 
3500. So I think the 5,000 and the 3,000 is about your 8,000 
figure. It is really quite meaningless in terms of how many people 
we have to do a job. 

Mr. Horan. Of course, I have seen this program in actual operation 
in my own backyard. I have never had to borrow from Farmers’ 
Home but I was awfully close to it at one time and I have a high re- 
spect for this sort of program. But I realize it takes community co- 
operation to make this thing function. 


STATUS OF FARM OWNERSHIP LOANS BY STATES 


Mr. Horan. I read in the justifications in direct farm ownership 
loans that, if I get the record correct, there are 33,214 direct loans in 
force. Is that figure correct? 

Mr. Situ. Substantially right, yes, sir. 

Mr. Horan. Of that amount, 20,632 are ahead in their payments, 
correct? 

Mr. Barnarp. Yes, sir. 

Mr. Horan. Six thousand five hundred and twenty-four are on 
time? 

Mr. BARNARD. Yes, sir. 

Mr. Horan. Six thousand and fifty-eight are behind in payments? 

Mr. BARNARD. Yes, sir. 

Mr. Horan. You do not have the location of those that are behind 
in payments? 

Mr. Smitu. We don’t have them here by States. 

Mr. Barnarp. They are netted into what you are re ading from. 

Mr. Horan. What States are they from? Are they in the South- 
west? 

Mr. BARNaRD. Offhand I would not be able to say exactly but we 
can put that in the record, that same thing you are reading from by 
States. 

(The information referred to follows:) 
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Mr. Horan. I am not going to feel bad if there are any delingquey 
loans in the area from the Mississippi down to the Rio Grande becayg 
they have every reason to be delinquent and I think we ought to} 
mightly charitable toward them. 


INSURED LOANS 


Now, under the insured loans, I see that there is 3,964 ahead in repay. 
ments. Is that right? 


Mr. Barnarp. Yes. 

Mr. Horan. 2,682 are on time? 
Mr. Barnarp. Yes, sir. 

Mr. Horan. 930 behind ? 

Mr. Barnarp. Yes, sir. 


PRODUCTION AND SUBSISTENCE LOANS 


Mr. Horan. I can’t find any figure for the production and subsig. 
ence loans. I think the testimony indicates that that is on an annul 
collection basis ? 

Mr. Smirn. We gave the figure that at the present time, as of Decen. 
ber 31, 1954, 56 percent of the borrowers that owed production ani 
subsistence loans are delinquent in some amount. 

Mr. Horan. What are the figures as applied to the total of produ: 
tion and subsistence loans? 

Mr. Sairu. 128,000 borrowers with 71,000 delinquent. 

Mr. Horan. How many are ahead in their payments ? 

Mr. Smirn. The difference between 71,000 and 128,000 are either 
current or ahead with their payments. 

Mr. Horan. Where are those production and subsistence loans 
located ? 

Mr. Situ. We have inserted figures by States. 

Mr. Horan. I am glad they have been inserted in the record with 
out prejudice to any borrower because when a man goes out to produc 
an annual crop he gambles with the total national production. 

(Nore.—The information referred to appears beginning on p. 1536. 

Mr. Smirn. I would like to say again that these loans, the repay: 
ment terms on these production and subsistence loans vary from | to’ 
years depending on the nature of the loan and the needs of the app): 
cant and his repayment ability. We do not renew these loans at all, 
so this record is based upon the repayment of the borrower based upo 
the original repayment schedule established for him. 


DELINQUENCIES ON WATER FACILITIES LOANS 


Mr. Horan. You have soil and water conservation loans. 
many borrowers in that category ? 

Mr. Barnarp. I will put that in the record. 

(The information requested follows :) 
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There are none Of the new type of soil and water conservation loans delinquent, 
put tre delinquencies on the water facilities loans heretofore made are as follows, 
as of December 31, 1954: 


Individuals Associations 


| Number of | 
delinquent 
borrowers 


Number of | 
delinquent 
borrowers | 


Amount de- 
linquent 


Amount de- 
linquent 


Arizona ooo - Sonne --| 39 | 25, 016 | 
California adiente 62 22, 686 
Colorado. o---- 119 | 51, 517 | 
Idaho hae i ara ae : | 190 38, 588 | 
Kansas. 2. woeee- oing | 61 32, 683 
Montana... dee an sacl 122 58, 703 
Nebraska. - . dates ; a 40 30, 180 
Nevada we : ; 7 2 967 
New Mexico---- ea on as | 99 | 52, 816 
North Dakota. ------- ‘ 61 , 173 
Oklahoma... 2 diene o 169 37, 467 
Oregon on 64 , 596 
South Dakota_. cheb obbbers a Liaw | 37 | , O88 
Texas . ctunda bei a = = 181 | 651 
Utah pene mld a aiid : 45 | 8, 514 
Washington jue ; ; 117 | , 946 
Wyoming. --- inno mi 107 | 25, 676 


TO ic aiiidl cuds po nckedeneskseuns sels 560, 267 


PRODUCTION EMERGENCY LOANS 


Mr. Horan. Then you make emergency loans to farmers and stock- 
men in designated areas. There again that is a disaster loan by reason 
of that fact. 

Mr. Barnarp. Yes, sir. 

Mr. Horan. How many borrowers under that category ? 

Mr. Barnarp. I have that, Mr. Horan. On the production emer- 
vency loans, the first ones we made under Public Law 38, we have made 
loans to 92,992 borrowers. 

Mr. Horan. What number is delinquent? 

Mr. Barnarp. 16,193, but those are not comparable figures because 
72,429 of them have paid in full. There are only 20,563 that owe any- 
thing. And of that number 16,193 are delinquent. 

Mr. Horan. That is a pretty good record. 

Mr. Barnarp. The same thing would show up on production and 
subsistence loans, Mr. Horan. When you get into the paid-up num- 
hers, it is a pretty good picture. For example, we have made pro- 
duction and subsistence loans to 485,000 borrowers; 345,000 of them 
have paid in full. 

Mr. Horan. Pretty good, isn’t it? 

Mr. Barnarp. It illustrates to me that the rest of them will pay up 
pretty well when we finally get done. 


BASIS ON WHICH LOANS ARE APPROVED 


Mr. Horan. What standards do you have as to the feasibility of 
making a loan to a farmer? 

Mr. Smrru. That depends upon the kind of loan he has applied for, 
under what we term our regular lending activities, and I mean by that 
the farm ownership loans and the production and subsistence loans 
and the soil and water loans. Those loans are limited to farmers and 
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ranchers who are principally engaged in farming and who are unable 
to obtain credit from normal credit sources. Then our only other 
finding is one that relates to economics. We go into the man’s opera. 
tions and determine whether or not a loan w ill assist him in carrying 
on a sound farm program. 

Mr. Horan. Wh at do you look for? 

Mr. Smirn. We look for such things as a forecast on what his jy 
come will likely be in the next year or so and what it will cost him to 
produce that income. 

Mr. Horan. Based on what ? 

Mr. Smiru. Based on our county supervisor’s knowledge in the ares 
of farming costs and based on our county super visor’s knowledge of 
the potential agricultural production on the farm that the man is 
going to operate. 


AN ECONOMIC FARM UNIT AS A LOAN REQUIREMENT 


Mr. Horan. If I wanted a loan to produce wheat, with the know! 
edge that we all have, that acreage allotment figures are on the books 
and have been since 1938, and I wanted a loan from you, what acreage 
would you look for? 40 acres? 

Mr. Smiru. On 40 acres? It would be dependent upon the allot- 
ment for the particular farm because we don’t make loans for greater 
acreage for the production of greater acreage than the allotment for 
the farm. 

Mr. Horan. If I wanted to raise cotton, would you give me a loan 
on 4 acres? 

Mr. Smiru. Depending on what the other enterprises are. 

Mr. Horan. What I am trying to get at, Mr. Chairman, and— 
I want to say that I think I know what I am talking about—I am just 
a little bit disappointed in what some of our researchers in the field 
of sound economics are doing. It is not your department. I don't 
think we are doing a man a service if we make him a loan just to keep 
him alive when he doesn’t have an economic farming unit. In my 
area, I do not think it is safe to make a loan on a 5-acre apple 
orchard if I don’t know what the other sizes of the farm should be, but 
certainly I would not want to personally invest my time and my 
future on anything less than 160 acres of wheat. Those are variables. 
We are doing nobody any service if we put his nose to the grindstone 
and don’t let him up. If we extend credit to a man that is trying to 
subsist on a piece of property that is not economically feasible, we had 
better close up shop, and get out of his way. 

Mr. Smiru. We agree. 

Mr. Horan. What are your standards? 

Mr. Smirnu. Our standards are that the applicant for the loan will 
be producing enough units of work on his farm to employ him gen- 
erally the full year and that he will be producing enough from the 
farm to pay his debts and have a reasonably good standard of living. 

Mr. Horan. Did you ever hear of Chester Hampson ? 

Mr. Smiru. No, sir. 

Mr. Horan. He spent 3 or 4 years of his life figuring out what were 
the laws of economics as applied to apple production. He called at 
our farm several times. He worked out, I think, a pretty good scale 
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of standards as to what you could expect from various sizes of farms. 
For the very maximum of productiv e laws on a 1-family farm, he came 
up fine ally with the figure of 39 acres. He had a spec ial ¢ ategory for 
j0-acre farms and so forth. In other words, what he tried to do was 
to apply sound knowledge of economic science to what constituted an 
economic unit. Pe rsonally, I would like to see the agricultural re- 
search in the economic field come up with guideposts and warning 
signs for all agr iculture, especially in storables, if we are going to have 
price supports. ' 

Mr. Smiru. Congressman, we require each of our county supervisors 
to consult with the « county agents, soil conservation experts, and other 
agricultural people locally and agree on what we call guides as to 
problems of acreage for particular types of farming as compared to 
others in the county. The practices that are required for sound farm- 
ing and the amount of livestock and investment in machinery needed 
to conduct that kind of farming operation are all considered. Our 
supervisors use those as guides in approving loans in the county. 

Mr. Horan. I assume you are limited by circumstances as to which 
categories of fields you can work in. 

Certainly, as a friend of anyone going out on a farm with some of 
your money or our money, under your farm ownership loans, I would 
make the first essential in a farm-ownership loan that his holdings be 
adequate not only from the standpoint of his ability to live : and | par- 
ticipate in community life, but for him to repay the loan and eventu- 
ally to own his farm. On production and subsistence loans, you are 
limited there. You have got to loan to the man as he is if you can 
accept him as a borrower; is that not true? 

Mr. Smiru. We can add to resources with production and sub- 
sistence loans. 

Mr. Horan. To my knowledge, you are doing that. And soil and 
conservation loans add to his resources. And your emergency loans 
which look pretty good to me. I suppose they are paid upon the basis 
of things as they are but certainly, Mr. Chairman, if Dr. Sherman 
Johnson's shop would put in some time and money and come up with 
an economic unit, guideposts, and warning signs ‘for American agri- 
culture, we would avoid some of the pitf alls we now find i in the field 
of attempting to administer as noble a project as the Farmers’ Home 
Administration. I am disturbed about it. It is for that reason, Mr. 
McLeaish, that I have talked to you before about the matter of your 
participating and your people in these periodical meetings of the 
Extension Service, the Soil Conservation Service, in our State the 
Reclamation Service; in some cases, the Forest Service. There are a 
lot of them, including State colleges, too. I have been at some of 
these meetings. We had with us Mr. Earl Butz, at the farm forum in 
Spokane. We e discussed the problems of how they could work together. 
As I said before, this program will work, but it is going to take wise 
administration. It is going to take the work of these county commit- 
teemen. It is necessary for farmers to sit down and pass judgment on 
the applicants for the Farmers’ Home Administration for loans. They 
know him as a person and they know what he has got to work with. 
They know what his varieties are and all of that sort of thing. 

This program will work, but in passing judgment on the Farmers’ 
Home Administration, and I think you are doing a good job, I want 
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for the record to show what you are up against in this thing. Pe. 
sonally, I think you are doing a good job. I do hope that we can hay 
some real research on what constitutes an economic unit and have thy 
designated by areas in the United States based upon water and yj 
and everything concerned. If we had that, we would have some oh. 
jective for every farmer in America to work toward if he wanted toy 
secure where he could be certain in the light of all the knowledge thy 
we have today. 

Mr. Wuirten. I find it very hard to take issue with my friend an 
colleague on this committee and I do not mean to take issue nov. 
I cannot find fault with his description of what you should seek an 
what information should be made available.’ I would profess to knoy 
my own area even better than he and, while all the things he mentioy 
are sound, there are certain factors involved which he may not k 
aware of. In the South, since the Civil War, we have had many prob. 
lems in connection with capital, many problems in connection wit) 
people. I have seen many, many 4-acre cotton farms which might no 
be economically feasible, but to a man who has farmed all his lif, 
even $600 or $700 a year beats nothing. 

I have seen the Farmers’ Home Administration make loans x 
small as a few hundred dollars, which enabled a farmer and his 
family to eat. I would say that the condition down there now i 
as pictured by the Department of Agriculture in its findings under 
this cotton reduction ; 55,000 farm families are without homes. They 
have farmed all their lives; 130,000 farm families with a gross income 
of less than $1,000 have had it reduced by $100. There is no social 
security for farmers at the present. There is no unemployment con- 
pensation. Neither are there any jobs in the cities, 

The local paper in Memphis has been running a series of articles 
on slum conditions in the city. I have been to most of the cities and 
in my opinion Memphis is one of the nicer cities. These 55,000 farn- 
ers are going into those cities and add to that slum area. It will be 
terrible on them because, in my judgment, any kind of a farm lifes 
better, so far as health is concerned, than the slum areas of any city 
that I know. But if they go into those cities they can get under the 
unemployment. They can get into some other things where the 
cost to the Government is many times more than would be in trying 
to help them on a temporary basis through this means, if this is the 
last resort. 

I recognize the soundness of my colleague’s statements. But until 
something better is offered, I don’t know what other answer there 
is to the human proposition. I would like to know. 

Mr. Horan. I would like to have you yield. I made the recor 
complete. I said there were some of these places where you had t0 
make these loans even where the economics of it did not look very 
good. Sol recognize that. What I am trying to say is that we have 
not put enough emphasis on the education of a man who is trying (0 
start out in farm life. We ought to have signboards telling hin 
that if he goes on a unit too darn small that he is in danger. If 
the market slips or if we have price supports and acreage allotments 
because the two go together, we had better take those into consideration 
when we make those loans. On the other hand, studies exist thet 
Dr. Sherman Johnson can take and I think he should and build on 
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them before we put water on the Columbia Basin. The State College 
ran studies on economic units. The whole basin is divided into 
economic units on the grade of soil and studies have been made 
on what they should raise there. Even with that, those who raised 
onions lost their shirts. 

I wish that every State could work in the direction of the family 
farm that was big enough to be feasible and maybe to take some of the 
rough spots when they. came along. I think we are derelict in our 
duty unless we look forward to possible oe or dangers that lie 
along the way for any given State in America. The FHA is the 
court of last resort. It has a pretty good rec a even with delinquen- 
cies and they are not bad enough to bother me too much. Any money 
we might be losing not collecting here would be far less than in relief 
in the slums in the ¢ ity. 

Mr. Wuirren. That would involve housing projects and other 
things along with it. My statement is not that the collector has not 
gone out often enough. The point I tried to make is that supervision 
through the year, so as not to have any more trouble than is necessary 
at the end of the year, is the better way. It is better than hiring 
collectors for 30 days in the fall trying to collect from this type of 
borrower. It is the supervision during the course of the year that 
not only enables him to do better but enables the Government to collect 
its money. Some of the changes have been in the wrong direction 
where we can see that farm income is going down. Again, that is a 
matter of opinion. 


PROCEDURE FOR APPROVAL OF LOAN APPLICATIONS 


Mr. VurseLt. Assuming that you make a loan by the Farmers’ Home 
Administration ina county, who passes on that loan as to the security ? 

Mr. Smiru. It depends upon the type of loan, Congressman. 

Mr. Vursewi. A person buys a small farm. He has to have some 
assistance to raising something on the farm. 

Mr. Smirn. In connection with all of our loans, the application is 
first passed upon by the Farmers’ Home county committee. 

Mr. Vursetn. That consists of how many men who pass on that 
loan ? 

Mr. Smrru. Three men, two of whom must be farmers. We do not 
make any loans in the Farmers’ Home Administration unless the 
applicant receives favorable consideration by the local county com- 
mittee. 

Mr. Vursewn. I assume the head man is the county commissioner. 

Mr. Smiru. Those county committeemen are appointed by the State 
directors. 

Mr. Vurset.. How much per diem are they paid when they work? 

Mr. Smirn. $5 a day plus $2 expenses, a total of $7 a day. 

‘Mr. Vursen.. In other words, these organizations help out the de- 
linquent farmers and make a considerable contribution and they are 
getting a good job done, getting a job done there at a very low price 
to the Government. 

Mr. Smrru. That’s right. They are rendering very fine service in 
assisting us in determining who is eligible for these loans. 

Mr. Vursent. In follow ing you I understand that the basis of these 
loans has been shifted from the State organization to local county 
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organizations and there is some question raised with reference to tha 

Mr. Smiru. Following the approval of the application by the loca) 
county committee. At that time, the county supervisor, who is th 
administrative officer in charge of our local county office, has bee, 
delegated more authority for the final approval of the loans. 

Mr. Vourseti. Contrary to the expression of one of the member 
of this committee I would think that was a wise move. My reaso 
for it is that I believe that any good farmer or group of good farmer 
in any county having lived there, knowing the soil, knowing its pro. 
duction, knowing whether it is in a drought area or not in a drought 
area, and knowing the man, from the character that enters into this 
that they know the facts of the farms, in southern Illinois, I will say 
better in their own county than possibly someone farther removed, 
I say that because as we start in down in southern Illinois, and gp 
north, you cross the Vandalia Railroad, you find that that land kee) 
getter better and better and your farmers are better. Their credit js 
better if they are normal in advancement, and I think that is a very 
good idea. I understand you have $57 million in delinquencies on the 
production and subsistence loans. 


LOANS DELINQUENCIES 


Now, as you are in business year after year does your inventory, s 
to speak, increase ? 

Mr. Smiru. Yes, sir; we have a volume of outstanding loans on the 
production and subsistence loans, now, more than we have had in any 
year previously. Because of the increased annual lending, the out- 
standing volume has, of course, increased. 

Mr. Vursett. The more loans you make, ultimately, the more de- 
linquencies you are going to have? 

Mr. Smrru. The percentage of delinquency measured in terms of 
principal delinquency in relation to the amount of principal matur- 
ities, are substantially the same now as they have been for the las 
several years. 

Mr. Vursetn. The percentage, that is right. The thing that makes 
this delinquency greater, which amounts to some $57 million, which 
is quite a lot of money, is the greater amount of money loaned. That 
is the principal reason for it. It is percentagewise a little worse, prob- 
ably, than it was back a few years, maybe in 1948, your delinquencies 
were less than they are now and maybe with the fall of farm prices, 
that has incresed your delinquencies, or has it now ¢ 

Mr. Suirn. Well, sir, in making these loans, in determining what 
the farmer’s debt-paying ability is, what he will have with which to 
make payments on these loans, we are confronted constantly with 
having to forecast 2 or 3 years ahead of time because these loans are 
scheduled for repayment from 1 to 7 years, depending upon the nature 
of the loan we are making. As I said before, we do not review the 
loans, so this record is based upon the original repayment schedules 
that were established. Now, there ara many factors that enter into 
whether or not a borrower will be able to pay the loan on the schedule 
as originally established. Economic conditions are a factor, dis- 
aster conditions, drought conditions, and things of that nature natu- 
rally will affect the farmers’ repayment ability. 





M 
had 
that 
serv 
Tha 
mad 
is tr 
thin 
the 
occ’ 
rig] 
\ 
that 
\ 
inv 
are 
hav 
fac’ 
cre 
pri 
pr 
sitt 
tha 
cre 
, 


me 
’ 
we 
eX 
ar 
the 
cal 
Hu 
kn 


O that 
& local 
is the 
S bee) 


mbers 
PERSON 
TMers 
S pro- 
Ought 
) this, 
I] say 
oved, 
nd 20 
keeps 
dit js 
very 
Nn the 


‘Vv, SO 


1 the 
any 
out- 


, cle- 


s of 
itur- 
last 


ukes 
hich 
‘hat 
rob- 
cies 
Ces, 


hat 
1 {0 
‘ith 
are 
ure 
the 
les 
nto 
ule 
is- 
tu- 


1603 


Mr. VurseLt. Now, there is another factor. I wonder if that has 
had any marked influence on the delinquency of loans, and that 1s 
that a good many young people are constantly being taken into the 
vrvice, the military service. The reason I raise this question is that 
I have had a few cases where they have gotten all set, got their loans 
made, and they find themselves in the service and whether or not it 
‘s true or not they use it as an excuse that they are going to lose every- 
thing they have got unless something is done to separate them from 
the service. That is the reason I asked that question. I presume 
manana that makes some contribution, but not substantial; is that 
right ? 

Vr. Surra. We have no information nationally that would support 
that either way, sir. 

Mr. VursELL. I happen to know a serviceman who has about $14,000 
invested in farming and everything has gone haywire and the banks 
are closing in on him. But I am wondering if another factor may 
have contributed to some of this delinquency y in payments and that 
factor would be the drop of farm prices from 1948 and then the in- 
crease in the cost of the manufacture of farm machinery, with the 
prices of everything the farmer buys going up and going up, and his 
prices going down. Ihave in mind a young man who is ¢: aught in that 
situation and has one of these loans from my county. W ould you say 
that that has been a factor, a considerable factor, possibly, in the in- 
creased delinquency ¢ 

Mr. Surru. That economic factor has certainly affected the repay- 
ment ability of our borrowers; yes, sir. 

Mr. Vursect. And I am quite sure that in southern Illinois where 
we had the whole south end of the State te out on all crops, 
excepting wheat and some soybeans this year, or last year, and a 
irought in the year prior did considerable aounaiibe I know that 
the drought had been a contributing factor in southern Illinois, be- 
cause people who have these loans have come to me asking my in- 
fluence, if I had any, to see if something could be done to ease up, you 
know, and give them another chance. 

| presume that has been some factor there in southern Illinois. 
Mr. Smiru. Yes, sir; the weather conditions, the drought condi- 
tions have affected the amount of income that borrowers have to pay 
on loans. 

Mr. Vursetn. Let me ask you this. What percentage do you expect 
to lose and never collect; if you know / 

Mr. McLeatsu. That was the figure I gave a little while ago, of 
about 4 percent of the advances. That is an estim: ate, of course, but 
it is the one that had been arrived at after quite a study of the thing. 

Mr. Vurseit. That is a considerable amount of money overall. Yet 
| would say that I think it is the very record which commenced the 
eliciency of those in charge of the loans, this large amount of money, 
the borrowers who : are trying to farm, who are lea st able to pay. AndI 
would like to associate my “thought on that with Mr. Whitten that 
when we are giving away the billions we are all over the world and 
when we see the amount of chiseling and cheating that is being 
done by those who are not on the farms, whether it is unemployment 
insurance or whether it is this or whether it is that, and we think of 
the money that we are wasting in slum clearance—not slum clearance, 
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but in housing, public housing, I think the little we lose in trying ty 
keep a man in a wholesome atmosphere, that that is better than putting 
him in the slums and on the Government dole. 

I have been watching this some since I have been in Congress by 
have not come into close contact with it but from the observations |] 
have made and from what I have heard said in the debates, I think 
it is remarkable when you take the people you loan to, who pay up as 
well as they do—and I am sure you have my commendation and my 
endorsement of the continuance of this program in the splendid way 
you have been conducting it. However, I would associate myself with 
the thought expressed by Mr. Andersen, that a lot of these people need 
counsel and guidance, when they are up against it, and I think it would 
save dollars if we increased the appropriations a little to see that you 
people have enough competent people to give this counsel and guid. 
ance to these people who find themselves in difficulty. 

That is all, Mr. Chairman. 


TENTATIVE LOCATIONS OF PROPOSED ADDITIONAL PERSONNEL 


Mr. Wurrren. I would like for you to put in the record the number 
of State office people you are requesting and where you will put them 
and the number of new positions in county offices and where they will 
be located. 

Mr. McLeatsu. Would you want to know with regard to county 
offices? A certain number of the county offices it would be all right 
but it would be pretty hard to nail down all the counties. 

Mr. Wurrrten. I would like for you to have latitude to change your 
mind as the situation might justify. We always give you that 
freedom. 

(The information requested follows :) 


Tentative locations where additional positions included in the 1956 budget would be 
placed 
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ADDITIONAL REQUIREMENTS FOR DIRECT LOANS AND ADMINISTRATIVE 
EXPENSES 


Mr. Wurrren. I also would like, in line with my earlier request 
hat you tell us, independent of budget limitations, how much funds 
- lending authority under the direct program it would take to meet 

, foreseeable needs of the agency and what it would take to super- 
os that. 

(The information requested follows :) 


The additional requirements for direct loans and administrative expenses are 
stimated to be as follows: 

It is estimated that an annual loan authorization of $50 million for direct 
farm ownership loans would be sufficient to meet the foreseeable real needs of 
applicants for these loans w ho are unable to meet the 10-percent downpayment 
requirement for insured loans. This amount coincides with the statutory limit 
on direct farm ownership loans contained in the Bankhead-Jones Farm Tenant 
Act, as amended. An annual loan authorization of from 140 to 150 million 
dollars, depending on farming conditions, is believed to be adequate for produc- 
tion and subsistence loans. No increase is required for direct soil- and water- 
conservation loans because of the adequacy of insured loan funds, and the fact 
that no downpayment is required for this type of insured loan, such as is re- 
quired for insured farm ownership loans. The increase of $37 million in direct 
farm ownership loans over the budget estimate and $17,500,000 ($140 million) 
over the budget estimate for production and subsistence loans would require an 
stimated additional $1,370,000 in salaries and expense funds in 1956. It is not 
possible to say where the additional personnel, that could be employed with these 
funds, would be located. The State and county workloads are constantly 
changing and until the loan needs could be ascertained by States and localities, 
an estimate of the location of personnel could not be made. 


Mr. Wurrren. I don’t mean to make your program a relief pro- 
gram, but as I have tried so clearly to point out in this record, agri- 
culture is definitely in a bad situation. It is not because of the quan- 
tity we produce, but because we have bottled up our production in 
this country ; and we can’t live with that. American production will 
have to be offered for sale in world trade, whatever farm program you 
believe in. On that basis we have to stay with this until we can 
change that policy or change some other factors which exist. Some- 
where, somehow, we are going to have to do something to keep body 
and soul together, in these farm areas. And the situation is certainly 
pitiful now in some areas that I know about. 


LANGUAGE CHANGES 


I — like to ask you now to explain the language changes in the 
precord. TI don’t think there is any need of our diset ussing that now. 
I would like you to put your justification of the language changes in 
the record for our consideration. 

(The material requested follows :) 


CHANGES IN LANGUAGE 


The estimates include proposed changes in language as follows (new language 


| in italic; deleted matter enclosed with brackets) : 


1 [To carry into effect the provisions of titles I, II, and the related pens 
of title IV of the Bankhead-Jones Farm Tenant Act, as amended (7 a C. 
1000-1031) ; the Farmers’ oe Administration Act of 1946 (7 U. g" C. 
1001, note; 31 U. S. C. 82h; 12 U. a td 35 D. C. Code 5 35 ; 60 Seat 1062- 
1080) : the Act of July 30, spas ‘a6 U. C . 486-439) ; the Act of August 28, 
1937, as amended (16 U. S. C. 590r- sox, 590z-5), for the development of 
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facilities for water storage and utilization in the arid and semiarid arpy 
of the United States; the provisions of title V of the Housing Act of gy 
(42 U. S. C. 1471-1483), as amended by the Housing Act of 1952 (Pup 
Law 531, approved July 14, 1952), relating to financial assistance for far 
housing; the Rural Rehabilitation Corporation Trust Liquidation Act, 4, 
proved May 3, 1950 (40 U. 8. C. 440-444); the items “Loans to farmer 
1948 flood damage” in the Act of June 25, 1948 (62 Stat. 1038), and “Loa, 
to farmers, property damage” in the Act of May 24, 1949 (63 Stat. 99, 
the collecting and servicing of credit sales and development accounts jy 
water conservation and utilization projects (53 Stat. 685, 719), as amenda 
and supplemented (16 U. 8. C. 590y, 21 and 210) ; and the Act to direct th 
Secretary of Agriculture to convey certain mineral interests, approved Se, 
tember 6, 1950 (7 U. 8S. C. 1083-1039), as follows :4 


LOAN AUTHORIZATIONS 


For loans (including payments in lieu of taxes [and], taxes, and advance 
under section [50] 5/1 of the Bankhead-Jones Farm Tenant Act, as amendaj 
and similar advances [incident to the acquisition and preservation of se. 
rity of obligations] under [the foregoing 

several authorities] the Act of August 11, 1939, as amended, 16 U.S. C. 5iy 
21-210) as follows: Title I and section 43 of title 1V of the Bankhead-Jone 
Farm Tenant Act, as amended 

[, $19,000,000] (7 U.S. C. 1001-1031), $13,000,000, * * *; the 

Act of August 28, 1937, as amended [[. $6,500,000] (76 U.S.C. 590r-0) 
$11,500,000: * * * 

[For loans under the Act of August 28, 19837, as amended, $5,000,000: 
Provided, That not to exceed the foregoing amount shall be borrowed from 
the Secretary of the Treasury in the manner authorized under this head 
in the Department of Agriculture and Farm Credit Administration Appro- 
priation Act, 1955: Provided further, That this authorization shall be 
effective only upon enactment into law of either H. R. 8386 or S. 3137 
Kighty-third Congress.] 

The first change proposes deletion of the preamble containing detailed refer- 
ence to the various statutes which the Farmers’ Home Administration adunin- 
isters. This preamble is unnecessary and its deletion is proposed in the interest 
of shortening and simplifying the wording of the item. This change will not 
affect the nature and scope of the work in any way. 

The second change is for the purpose of revising the parenthetical phras 
in the loan-authorization paragraph to make reference to section 51 of the 
Bankhead-Jones Farm Tenant Act, as amended by Public Law 521, approved 
July 22, 1954. This section authorizes the Secretary to make advances t 
preserve and protect the security for loans or other indebtedness owed the 
Government pursuant to the Bankhead-Jones Farm Tenant Act and other Acts 
administered by the Farmers’ Home Administration. 

The third change proposes to insert the citation to 16 U. S. C. 590y, 21-210 in 
order to specifically authorize the use of loan funds for advances to protect 
the security for loans or other indebtedness owed the Government in connecti! 
with credit sales and development accounts in water conservation and utilization 
projects. The work of collecting and servicing accounts arising out of thes 
projects has been transferred to the Farmers’ Home Administration from the 
Soil Conservation Service. 

The fourth change is for the purpose of inserting the citation to substantive 
legislation for title I loans which was formerly included in the preamble 
language. 

The fifth change is for the purpose of inserting the citation to substantive 
legislation for soil and water conservation loans. Public Law 597, approved 
August 17, 1954, amending the Water Facilities Act of 1937, provides for e% 
tending the water facilities loan program to the entire Nation, contains a nev 
provision of loans for soil-conservation purposes, and increases the limit on th 
size of loans to incorporated associations from $100,000 to $250,000. : 

The sixth change proposes deletion of the nonrecurring language includeé 
in the Supplemental Appropriations Act, 1955, which provided a supplements 
authorization in the amount of $5 million for additional water facility and 80 
conservation loans, 
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SALARIES AND EXPENSES 


1 For making, servicing, and collecting [loans] direct and insured [mortgages, 
the servicing and collecting of loans made under prior authority,] loans, and 
the liquidation of assets, administered by or tri ansferred to Farmers’ Home 
Administration, and other administrative expenses, [$23,550,000] $24,500,000, 
together with a transfer of not to exceed ($400,00 1 $500,000 of ‘the fees 
and administrative expense charges made available by subsections (d) and 
(e) of section 12 of the Bankhead-Jones Farm Tenant Act, as amended 
(7 U. S. ©. 1005 (b)), and section 10 (c) of the Act of August 28, 1937, as 
amended. 

The first and second changes are proposed for the purpose of providing a more 
current and simplified description of the activities conducted under the appro- 
priation item by making specific reference to the direct as well as the insured 
loan activities. These changes will in no way affect the nature and scope of the 
work conducted. 

The third change proposes insertion of the words “administered by or” with 
respect to the liquidation of assets. This change is for the purpose of making 
clear that the appropriation would be available for the liquidation of any pro- 
gram assets which the Secretary may assign to the Farmers’ Home Administra- 
tion rather than requiring that such assets actually be transferred to the 
Administration. 

The fourth change proposes to increase from $400,000 to $500,000 the amount 
authorized to be tranferred to this appropriation from the “Farm Tenant- 
Mortgage Insurance Administrative Fund.’ Receipts to this fund in 1955 avail- 
able for administrative expense in 1956, are estimated at about $420,000, but 
the amount of $500,000 has been included in the language to provide for possible 
increased activity beyond present estimates with resulting increased receipts 
to the Fund. In such event, administrative expense requirements to service 
the added loans would necessarily increase. 

The fifth change is proposed for the purpose of including the U. S. Code 
citation to section 12 of the Bankhead-Jones Farm Tenant Act, as amended, as 
well as reference to section 10 (c) of the Act of August 28, 1937, as amended. 
The latter reference is necessary because a portion of the amount of $500,000 will 
be derived from insurance charges on soil and water conservation insured loans 
authorized by the Act of August 28, 1937, as amended by the Act of August 17, 
1954, Public Law 597. 

Mr. Wuitren. You also have an item for replacement of cars. 
How many cars are you requesting / 

Mr. Barnarp. Eleven. We have 46. There are 11 that are well 
over the standards and are used generally by groups of people in our 
State offices so it is more economical than paying an individual to run 
his own car. 


DISASTER LOAN REVOLVING FUND 


Mr. Wuitrren. What is the present status of the disaster loan re- 
volving fund? How much remains in that fund ¢ 
_ Mr. Barnarp. We estimate at the end of this year, Mr. Chairman, 
if we loan what we are supposed to loan which is $104 million, that 
there would then be $2414 million left in the fund. Right now I 
don’t have the figure but I think it is around $60 million. The col- 
lections have exceeded what I estimated. Maybe my estimate was 
poor but we expect to collect about $10 million more than we thought 
we would. 

Mr. Wurrren. I wish you would put the corrected figures in the 
record at this point. 

(The information requested follows :) 

The balance available in the disaster loan revolving fund for emergency and 
Special livestock loans as of March 1, 1955, is $56 millic: 
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Mr. Wuirren. Gentlemen, we thank you. I want to say agai), 
I think my questioning shows how strongly I feel about this matty 
and I do wantsto say in justification of my feelings that I have work 
10 or 12 years with this program trying to make it work from ty) 
standpoints. One is the rehabilitation of the people who go inty 
this program. Another is keeping the program alive as a place fe 
those who have no other place to go, to have some hopes of getting by, 

I firmly believe that close supervision throughout the year, anj 
counseling advice, is essential to protect the Government’s investment 
and is the best way to really rehabilitate people. It is one progran 
where you can ask a big percentage of them at the end of the year ty 
come on and pay up. If you wait until that time it is too late unde 
present types of agricultural conditions, with high cost, low price, anj 
low volume. 

[ feel very deeply about these matters and stand ready to help yo 
meet them. I have tried to help you by giving you more than yo 
asked in past years. That, too, came from the long time experiene 
that I have had with this subject. Now, the program becomes mor 
important than it has for 20 years. The collection problem become 
more important than it has for 20 years, and the number of peopk 
and the need for more help to make a go of it is greater than it ha 
been for 20 years. 

We do appreciate your problems and stand ready to help you with 
them. 

Mr. McLeatsu. We thank you, Mr. Chairman. We appreciate 
your remarks. 
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WeEbDNESDAY, Marcu 2, 1955. 
OFFICE OF THE SOLICITOR 
WITNESSES 


R. L. FARRINGTON, SOLICITOR, OFFICE OF THE SOLICITOR 

EDWARD M. SHULMAN, DEPUTY SOLICITOR, OFFICE OF THE 
SOLICITOR 

CHARLES W. BUCY, ASSOCIATE SOLICITOR, OFFICE OF THE 
SOLICITOR 

EDWARD F. MYNATT, ASSOCIATE SOLICITOR, OFFICE OF THE 
SOLICITOR 

HERMAN D. PLAVNICK, ACTING ASSOCIATE SOLICITOR, OFFICE OF 
THE SOLICITOR 

W. EDWARD BAWCOMBE, EXECUTIVE ASSISTANT TO THE SOLICI- 
TOR, OFFICE OF THE SOLICITOR 

CHARLES L. GRANT, DEPUTY DIRECTOR OF FINANCE, DEPART- 
MENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimat: 


Appropriation or estimate $2, 300, 000 $2, 075, 000 $2, 164, 000 
Transferred to ‘‘Salaries and expenses, Office of Information, 

Agriculture,’”’ pursuant to Public Law 286 — 50, 000 
Transferred from ‘Watershed protection, Soil Conservation 

Service,’’ pursuant to Public Law 663 ie , 40, 000 





Adjusted appropriation or estimate - ‘adit | 2, 250, 000 2, 115, 000 | 2, 164, 000 
Reimbursements from non-Federal sources_--- - - -- ; 3 2, 130 1, 800 1, 800 
Reimbursements from other accounts. ----.....-------- esuibees 303, 103 300, 000 375, 000 
‘ Total available for obligation Bag i : 2, 555, 233 2, 416, 800 | 2, 540, 800 
Unobligated balance, estimated savings--- ----- Pelion ok 93, 195 | ; res 





Obligations incurred - 2, 462, 038 2, 416, 800 | 
Comparative transfer from— 
“Agriculture Marketing Act, Agriculture” __- 4, 862 
“Flood prevention, Soil Conservation Service”’ 18, 000 
Com par: ative transfer to ‘‘Salaries and expenses, Office of the 
Secretary of Agriculture’ - a —35, 500 —36, 000 |- 





Total obligations : ; 2, 449, 400 2, 380, 800 2, 540, 800 





Notz.—Reimbursements from non-Federal sources above are from proceeds of sale of personal property 
(40 U. S. ©. 481 (c)) and refund of terminal-leave payments (5 U.S. C. 61b). 
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Cenysttons by activities 


Description 1954 actual | 1955 estimate | 1956 estims, 
Direct Obligations 
1. Agricultural credit. - | $947, 387 | $912, 000 | $096, 
. Commodity credit, production, and adjustment programs... 300, 186 284, 000 | 239, oy 
3. Lands, forestry, research, and general legal services... _-_--! 512, 305 491, 000 | 49). 
. Marketing and regulatory laws---_--- ayes oh 384, 289 | 392, 000 438. Oy 
5. Obligations under reimbursements from non-Federal | | 
sources... --. Spee Hb eae ees abe ke 2, 130 1, 800 | Lw 


Total direct obligations paaea © 1 146, 207 I 2 - 080, 800° 2. 165, in 


Obligations Payable Out of Reimbursements From Other Accounts | 


| 
. Agricultural credit _ _- , 808 : ; | - 
2. Commodity credit, production, and adjustment programs. ‘ 300, 508 300, 000 | 
%. Lands, forestry, research, and general legal services_- 1, 370 
. Marketing Gnd rogwmintory.lewe...: 5-6 365 a--: 417 
Total obligations payable out of reimbursements from | 
other accounts----.-.-.- aie = — , 303, 103 300, 000 | | 375, 


Total obligations... _.__. pee ~ 9 449,400 | 2, 380, 800 2.54) 





Obligations by objects 


. a : | 2 e 
Object classification | 1954 actual | 1955 estimate | 1956 estimay 


Summary of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 
Number of employees at end of year 


Average salaries and grades: 
General schedule grades: 
Average salary_. TT Te eee ale os $5, 692 $5, 625 | 
Average grade Eee a ve cual GS-8.1 | GS-79 3 


} 


Personal service obligations: a 

Permanent positions if , os , - $2, 274, 585 $2, 200, 297 
Positions other than permanent__- ede pith aaa 5, 929 8, 500 
Regular pay in excess of 52-week base - ada 8, 750 8, 460 | 
Payment above basic rates__....................-- | 2, 070 2, 657 


| 


Total personal service obligations._..___....._-_.__.___-- 2, 291, 334 2, 219, 14 


Direct ee | 

Personal services ain ha diesen ‘ 2, 007, 934 | 1, 938, 324 | 2, 014, 48 
Travel ie aa 56, 023 55, 736 | 59, SY 
T ransportation of things ‘ ae couse ; 6, 251 3, 100 | 3, Ii 
Communication services ides Diksadd akc niet 24, 927 | 23, 350 | Rs 
on fg” ES i ae nT rere 2, 053 | 1, 500 | ' 
Printing and reproduction - - “ 14, 197 | 15, 500 | 16,0 
Other contractual services. ; atall 3, 851 8, 245 | 9, 81. 

Services performed by other agencies.___________- 2,151 1, 975 | is 
Supplies and materials____- il ee Bi 15, 591 16, 530 
Equipment aes Bok. 10, 785 12, 600 
Refunds, awards, and indemnities.___...............-__- | 440 
Taxes and assessments. - Lew : 3, 





Total direct obligations re 2, 146, 297 2, 080, 800 2, 165, 


Obligations Payable Out of Reimbursements From Other Accounts | 


01 Personal services . 283, 400 281, 590 | 
02 Travel ; see 8, 125 6, 300 | 
03 Transportation of things 1,015 500 
04 Communication services 3, 489 2, 800 
06 Printing and reproduction 2,015 , 500 
07 Other contractual services ; 537 , 050 
Services performed by other agencies 30° 500 
08 Supplies and materials 2, 365 2, 500 
09 Equipment , 501 
13. Refunds, awards, and indemnities- 
15 Taxes and assessments 


Total obligations payable out of reimbursements from : 
other accounts. ; : i ‘ 375, 0 


Total obligations ____.___- ; ...| 2,449, 400 | "2,380, 800 0; : 2, 540, 9 
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Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 
6 estima, 
1954 actual | 1955 estimate | 1956 estimate 


Obligated balance brought forward $177, 406 $189, 020 $185, 000 
$996, Obligations incurred during the year_- 2, 462, 038 2, 416, 800 2, 540, 800 
239, fe si 
491, 0 2, 639, 444 2, 605, 820 2, 725, 800 
438, Adjustment in obligations of prior years_ —1. 622 
Reimbursements —305, 233 —301, 800 | — 376, 800 
LW Obligated balance carried to certified claims account —117 
Obligated balance earried forward ___. — 189, 020 —185, 000 —194, 000 


Total expenditures-__. - . 2 143. 452 


2, 119, 020 2, 155, 000 


Expenditures are distributed as follows: 
Out of current authorizations - 1, 967, 936 1, 934, 020 000 
Out of prior authorizations-__. 175, 516 185, 000 000 


SUMMARY JUSTIFICATION DATA 


Mr. Winrren. We are glad to have with us the Solicitor of the De- 
partment and his associates. We are always glad to have them before 
| the committee. 
Pages 264, 266, and 274 through 290 of the justifications will be in- 
cluded in the record at this point. 
(The pages referred to follow :) 
OFFICE OF THE SOLICITOR 


PURPOSE STATEMENT 


The Solicitor’s office was established in 1910 when the Congress prescribed that 

“hereafter the legal work of the Department of Agriculture shall be performed 

under the supervision and direction of the Solicitor” (5 U. S. C. 518). Until 

April 1, 1935, the Solicitor’s office was a unit of the Office of the Secretary, at 

which time it was established as a separate agency of the department. 

The Solicitor’s office, as the law office of the Department of Agriculture, per- 
forms all of the legal work arising from the activities of the Department. The 

Solicitor represents the Department in administrative proceedings for the pro- 

mulgation of rules having the force and effect of law; in quasi-judicial hearings 

held in connection with the administration of various programs and acts; and 
2, O14, # in proceedings before the Interstate Commerce Commission involving freight 
aa rates and practices relating to farm commodities, including appeals from the 
o4 (85 decisions of the Commission to the courts. He serves as general counsel for the 
1, 5 Commodity Credit Corporation and the Federal Crop Insurance Corporation. 
rt He furnishes necessary review in connection with criminal cases arising under 
1 GF the programs of the Department for the purposes of referring them to the 
17, 134 Department of Justice. 

By special assignment of the Attorney General, the Associate Solicitor on 
Litigation represents the Department in certain categories of cases before ap- 
pellate courts, including the supreme courts of the States, United States courts 
of appeals and the Supreme Court of the United States. The Solicitor issues both 
formal and informal opinions on legal questions arising in the administration 
of the Department’s programs; prepares and reviews administrative rules and 
regulations applicable to the public; assists in the drafting of proposed legisla- 
tion ; prepares, reviews and interprets contracts, mortgages, leases, deeds, and 
similar documents; prosecutes patent applications for employees of the Depart- 
ent; examines titles to lands to be acquired by the Government or accepted as 
Security for loans; and disposes of claims by and against the United States 
arising out of the Department’s activities. 

_The legal work of the office is carried on by 9 divisions in Washington, super- 

vised by a deputy solicitor and 3 associate solicitors, the Associate Solicitor on 

B litization, and the Solicitor. The work in the field is performed by 13 field 
offices and 5 branch offices. 
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On November 30, 1954, the Solicitor’s office had 376 employees, of whow 25; 
were in Washington and 119 in the field. 


Appropriated funds: 
Appropriated, 1955 
Budget estimate, 1956 


Appropriation Act, 1955 $2, 030, 00) 
Supplemental Appropriation Act, 1955 5 
Transferred fron. 
“Administrative expenses, Commodity Credit Corporation”__-_ +300, dm 
“Watershed protection, Soil Conservation Service,” pursuant 
to Public Law 663 +40, 000 
Activities transferred in 1956 estimates to “Salaries and expenses, 
Office of the Secretary of Agriculture’ ’ —36, 000 
Base for 1956 2, 379. ON 
Budget Estimate, 1956: 
Direct appropriation 2, 16-4, 00 
Transfer from “Administrative expenses, Commodity Credit 
Corporation” Z 375, 000 


Total available 2, 539, 000 
BD ite a lee a ptiee Men pa eal ete ee ee Oe 
Summary of increases, 1956 
For additional legal services incident to: 
Soil and water conservation loan program of the Farmers’ 


Home Administration +40, 000 


+24, 000 


+20, 000 


Commodity Credit, production and adjustment programs: 
Direct appropriation (decrease of $75,000 in direct appropria- 
tion for Commodity Credit Corporation work and an increase 
of $30,000 for farm marketing quotas and acreage allotments) — — 45, 000 
Increase in transfer from Commodity Credit Corporation +0, O00 
4.30, 000 
Administration of the marketing agreements and orders program 
($38,000) and activities under the Perishable Agricultural Com- 
modities Act ($8,000) 


1For expenses of Hearing Clerk unit and for editing Agricultural Decisions for 
publication. 
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Project statement 


ai 1955 a 1956 
Project (estimated)| Tnereases (estimated 


jgricultural credit seca , 387 $912, 000 +$84, 000 $996, 000 
Commodity credit, production, and adjustment pro- 
grams ------------ 584, 000 +30, 000 614, 000 
"Lands, forestry, research, and general legal services . 491, 000 491. 000 
Marketing and regulatory laws-_-.---- ; i 384, 392, 000 +46, 000 138, 000 
nobligated balance : Lol 

Total available . wee | 2,537, 2, 379, 000 +160, 000 2, 539, 000 
boeived by transfer from ‘‘Administrative expenses, 
Commodity Credit Corporation’’- ------- Ae . —300, 000 —75, 000 ~375. 000 


Subbotelhjncteces dar isi ian nate cebiasnieddde ess | 2,237,362 | 2,079,000 +85, 000 2. 164, 000 


ransfer in 1956 estimates to “Salaries and expenses, | 
Office of the Secretary of Agriculture’ +35, ! +36, 000 
ransfer in 1956 estimates from ‘‘Watershed protection, 
Soi] Conservation Service’’- —40, 000 
ransfers in 1955 estimates from— 
“Agricultural Marketing Act, Agriculture’’. -_ - 4, 862 
“Flood prevention, Soil Conservation Service”’ , 000 
ransfer to ‘Salaries and expenses, Office of Informa- 
tion, Agriculture’? pursuant to Public Law 286_- | , 000 


Total appropriation or estimate ; 000 | 2,075, 000 


STATUS OF PROGRAM 


The Office of the Solicitor furnishes all of the legal services required in 
onnection with the programs and activities of the Department. The Secretary 
nd other officials are advised on legal matters which arise in connection with 
heir work. The progress and effectiveness of the functions of the Department 
equire legal competence with a broad appreciation and understanding of the 
Jepartment and related governmental policies and program. This Office is 
esponsible for interpreting existing legal authorities affecting actions or pro- 
sed actions of the Department’s agencies and the application of such inter- 
pretations to the programs and operations of the Department. Because the 
attorneys of this Office are intimately acquainted with the operations of the 
Department’s programs, the statutes under which they operate, and the sources 

f available information, they are qualified to prepare the many complex cases 
for litigation and to assist the United States attorneys in the trial thereof and 
ire, therefore, called upon to perform this essential service. In a number of 
ppellate cases the Associate Solicitor for Litigation actually presents the 
oral argument. 

During the fiscal year 1953 a survey of the workload and staffing requirements 
of the field offices indicated an unequal distribution of workload and staffing 
in several offices. It revealed also that some of the functions could be performed 
hore efficiently and economically by the Washington staff. This was particu- 
larly true of the work relating to REA title matters (electrification and tele 
phone loan programs), and certain of the marketing and regulatory activities. 

Prior to the reorganization in the fiscal year 1954, the work in the field was 
performed in 10 regional and 8 side offices. The attorney in charge of each 
regional office was responsible for performing, under the direction of the Solicitor, 
all of the legal work relating to the Department’s program activities carried 
01 in the area served by the regional office and its side offices. The work 
outside of Washington is now carried on in 13 field offices and at 5 locations 
at which the attorneys are attached to the legal divisions in Washington. Legal 
services incident to the Department’s activities in the Hawaiian Islands are 


provided by an attorney employed on a part-time basis. During fiscal year 


1%4 former offices at Lincoln, Nebr.; Dallas, Tex.; and Philadelphia, Pa.; 
Were abolished and new offices were established at Kansas City, Mo., and New 
York City. Recently small offices of the Solicitor were established at Dallas, 
Tex., and Oklahoma City, Okla. This action was taken to expedite legal atten- 
ton to the Department’s activities in Texas and Oklahoma. 
_ The assignment of the legal work in the field is now limited generally to the 
following functions: 
(1) Commodity Credit, production and adjustment programs—this in- 
cludes legal work for the Commodity Credit Corporation, the agricultural 
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conservation programs, farm marketing quotas and acreage allotments ayy 
crop jnsurance; 

(2) The programs of the Farmers’ Home Administration ; and 

(3) The forestry and lands activities, which includes the Forest Serve 
Soil Conservation Service, land acquisition, and watershed protectig 
programs. 

All of the other legal work arising out of the Department's activities js ty 
responsibility of the Washington office. The volume and scope of the legal wor 
is dependent upon the requests of administrative officials and the probleys 
encountered in the conduct of the programs of the Department. To meet chang. 
ing workloads employees are shifted from one activity to another when necessary 

Recent activities illustrative of legal work performed during fiscal year 195; 
are listed below. 

1. Farm Credit Administration programs.—This work consisted of renderity 
day-to-day legal services to the Administration in the general supervision ayj 
control of the farm-credit system and the general supervision and coordinatin 
of the work of the 12 district general counsels. A special activity was interpre. 
ing the Farm Credit Act of 1953, approved August 6, 1953, and handling all leggy 
phases of the establishment of the Farm Credit Administration as an independeny 
agency outside of the Department of Agriculture. This phase of the office's wor 
ceased on December 4, 1953, the effective date of the act. 

2. Farmers’ Home Administration programs.—During the fiscal year 1954 , 
study of legal and administrative loan processing and servicing procedures was 
undertaken which has resulted in the elimination of many procedural steps an 
of many forms used in loan making and loan servicing, and in economy of oper 
tions. Considerable legal work during the fiscal year 1954 involved the prepara 
tion of drafts of proposed legislation, amending the basic loan authorization and 
reports on proposed legislation. In addition, legal work involved oral ané 
written advice to administrative officials, legal assistance in the preparation ani 
approval of rules, instructions and forms, examination of title to land in cop. 
nection with real-estate loans, the preparation or approval of security instru. 
ments, the issuance of instructions for loan closing in individual cases, the prep- 
ration of releases, subordination agreements, and other documents in connection 
with servicing loans and legal assistance in collecting loans, filing claims and 
preparing cases for litigation. 

3. Rural utilities programs.—The legal services performed in connection with 
the rural electrification and rural telephone programs were diverse and con- 
plex. Typical legal complexities encountered in connection with REA loans 
were those occasioned by (1) in the electric program, the frequent necessity of 
power, operating interchange and joint facility arrangements with power con 
panies and Federal or State agencies, and (2) in the telephone program, the 
necessity of numerous regulatory commission approvals, acquisitions of existing 
facilities, interconnection agreements (including toll, operator assistance, ani 
extended scope agreements), switching service agreements, and joint-use agree 
ments. No backlogs in the preparation and processing of REA loan contracts 
and security documents have been permitted to be accumulated. It has beet 
necessary, however, to handle REA legal work on a priority basis in the following 
order: (1) Preparation and processing of loan and security documents and related 
matters which affect the REA “production line’; (2) legal opinions required by 
the REA Administrator and his staff; (8) litigation in which RBA is a party 
or is especially interested; and (4) legal work incident to essential loan servic 
ing. Thereafter, the remaining time of available personnel was allocated to other 
legal work such as assistance in litigation affecting REA borrowers, advice t’ 
borrowers and to the REA staff in respect of corporate and regulatory commissi0 
proceedings, etc, The legal services rendered involved such matters as the fol 
lowing: 

(a) In the rural electrification program, the number of loans and the dolla 
amount of loans are continuing at a high level. As the program reaches greale! 
maturity, the complexities in connection with the loans increase in number rather 
than decrease. Prior loan and security documents and debt limits must be r 
viewed and brought current, and the Government's security position maintained 
The increase in proposals involving extensions into thinner and pockete! areis 
present new problems and involve the preparation or review of contracts, deed 
and bills of sale, corporate minutes, franchises, orders of regulating bodies, ease 
ments, operating agreements, leases, power contracts, ordinances, and municip# 
proceedings A number of acquisitions involve the purchase of outstanding cap’ 
tal stock of an existing corporation and the subsequent transfer of assets, 
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jiquidation of the acquired corporation, to the REA borrower. - An additional 
egal workload is occasioned by the number of interborrower transactions invelv- 
tng the transfer of electric properties between REA borrowers... Problems in- 
-olving borrowers which represent potential security problems also have in- 
‘eased the legal work of the office. An additional factor contributing to the 
increased activity in respect of legal services in connection with the rural electri- 
ation loan program is the increase in proposals involving joint financing and 
pooling, integration, and joint-use arrangements by REA borrowers and other 
power suppliers—requiring an analysis of complex operational, engineering, ac- 
counting, and financing factors, and the preparation of complicated loan and 
security documents together with operational, construction, and power agree- 
ments. 

(bh) The rural telephone program exceeded any prior year in both the number 
and dollar amount of loans. The accelerated pace has been met through the de- 
velopment of revised documents and simplification of procedures. A substantial 
percentage of telephone loans are predicated upon the acquisition by borrowers 
of existing telephone systems, as a means of effectuating the objectives of the act 
(9 single loan involving, in some instances, as many as 20 such acquisitions of 
varving size and complexity). A substantial amount of work of the office, there- 
fore, is devoted to the preparation or review of option and sale agreements, in- 
struments of conveyance, evidences of title, corporate proceedings, escrow agree- 
ments, municipal franchises, commission orders, and a host of other miscellaneous 
documents and instruments normally involved in each sale of telephone proper- 
ties. Of particular frequency and importance were questions relating to the 
permissible use of loan funds for financing nonrural telephone facilities, acquisi- 
tions of existing systems, and repayment by borrowers of outstanding indebted- 
ness, and those relating to restrictions against duplication of facilities, the power 
of the Administrator to alter or waive borrowers’ contractual obligations, the 
preference to be accorded to certain categories of borrowers, and the meaning of 
the area-coverage requirement. Increased REA emphasis on the construction 
phase of the telephone program has inereased the legal workload in connection 
with problems relating to advances of funds in accordance with the conditions 
and requirements specified in the loan documents, the drafting or review of com- 
plex construction contracts, service agreements, toll, operator assistance and ex- 
tended scope agreements, switching service agreements, and joint-use agreements, 
an] adviee and assistance in obtaining required orders and approvals of State 
and Federal regulatory agencies, including certificates of convenience and neces- 
sity, and approvals relating to the issuance of loan and security instruments, 
contemplated equity financing, acquisitions of existing systems, rate schedules, 
and voluntary or compulsory interconnections with other telephone companies. 

(c) Recent litigation: In the protection of the Government’s security interests 
and furtherance of the objectives of both the rural electrification and rural tele- 
phone programs, assistance was rendered to borrowers in litigation both in 
courts and before regulatory bodies in a wide variety of matters. Worthy of 
special note, the following examples of court and public service commission cases 
affecting the Government’s interests during the vear: 

(1) Ten Midwestern power companies brought suit in the United States District 
Court for the District of Columbia to enjoin further action hy the Secretary of 
Agricuiture, the Administrator of the Rural Electrification Administration, and 
other Government officials in connection with loan contracts aggregating more 
than $50 million for the construction of electric generation and transmission 
facilities involved in lease and power interchange contracts between REA bor- 
rowers and Southwestern Power Administration. The legality of these contracts 
was upheld, following a separate trial on this question, by the District Court for 
the District of Columbia in its decision of June 17, 1953. Thereafter, during the 
fiscal year 1954, final judgement was entered dismissing the complaint. An appeal 
was taken by the plaintiff to the Court of Appeals of the District of Columbia and 
the case is now pending there. Basic questions relating to the meaning of 
“central station service” and “rural areas” as these terms are used in Rural 
Electrification Act, the permissibility of financing acquisitions of existing utility 
properties as a means of achieving this act’s objectives, arrangements for the 
disposition of incidental surplus power by REA borrowers, and standing to sue, 
are involved in this litigation. 

(2) In Alabama, an REA-financed electric cooperative, exempt by statute from 
Commission jurisdiction, instituted a proceeding before the Publie Service Com- 
mission seeking an order to prohibit competitive service in an area being 
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served by the cooperative, but which has recently been annexed by a municipaliy 
The proceeding involves basic questions relating to the status before a Public 
utility commission of a cooperative exempt by statute from such jurisdiction, ang 
the right of an electric supplier operating under a municipal franchise to Oper 
ate in an area annexed by a municipality. 

(3) Following a decision by the New York court of appeals, upholding ty 
right of Delaware County Electric Cooperative, an REA borrower in the State « 
New York, to have its condemnation claim against the city of New York heay 
and determined, a tentative agreement was reached between the cooperative ay 
the city of New York, under which the city would pay the cooperative the sy 
of $350,000 in settlement of the cooperative’s claim. Assistance and advice wey 
rendered, both in the protracted litigation preceding the decision of the coy, 
of appeals and in the preparation of evidence relative to the amount of compeny. 
tion payable to the cooperative. 

4. Commodity Credit, section 32 and school-luich programs.—Legal servicu 
in connection with the activities of Commodity Credit Corporation involyix 
price support, supply and foreign purchase, export (including wheat and floy 
pursuant to the International Wheat Agreement), and storage facilities pm 
grams have continued to be required at a steadily increasing rate as, for example 

(a) Decreasing farm prices brought increased farmer participation in prig 
support programs during the 1954 fiscal year. Over 5,340,000 individual prig 
support commodity loans for a total of $3,342 million were made. This is 2 
percent more loans than in 1953. One hundred twenty-seven thousand, fiy 
hundred and eight purchase agreements were entered into covering commodities 
with a price support value of approximately $357 million, an increase of 
percent over 1953. The full impact of these increases will reach the Solicitors 
Office during fiscal years 1955 and 1956 when claims and other legal problens 
will arise in connection with maturity of loans and with the takeover of loa 
collateral and the management of enlarged inventories. Increasing inventories 
result in increased work in connection with the care and disposition of suc 
stocks and legal work in connection therewith necessarily continues through 
subsequent fiscal years. The total dollar volume of business of the Corporatio 
for 1954 was $5,465 million, approximately 124 times that of 1953. During the 
fiscal year 1954 there were 25 price support and 8 reseal programs. In connec 
tion with these programs there are prepared or reviewed many types of legal 
instruments such as chattel mortgages, notes, purchase and loan agreements, 
bulletins, announcements, instructions, regulations, and warehouse agreements. 
Legal advice was also prepared between the Corporation and dealers, processors, 
warehousemen, and private lending agencies, and the Federal Reserve banks, 
since such agencies are utilized by Commodity Credit Corporation in carrying 
out its price support operations. 

There were 14 purchase and donation, 9 export, and 4 diversion programs 
carried out by the Department of Agriculture during the fiscal year 1954 under 
the authority of section 32 of the act of August 24, 1935, as amended. The 
Office handled legal problems arising in connection therewith, including the 
preparation or legal approval of regulations and procedures, contracts, donatio! 
agreements and other legal instruments, and the dockets authorizing or amending 
the programs. 

Legal assistance was also given in connection with programs for the purchase 
and distribution of commodities under section 6 of the National School Lunch 
Act. The dockets authorizing the programs were reviewed and contracts, pre 
cedures and regulations were drafted or approved for legality. 

(b) Claims work and litigation have increased steadily in recent years. Under 
its charter, the Commodity Credit Corporation, unlike many other Governmett 
agencies, has authority to settle and adjust its claims. This calls for additional 
legal services to be performed by this Office, such as preparing memorandul 
opinions, assisting the Contract Disputes Board, negotiations with opposilis 
counsel, ete. Litigation results when claims cannot be collected or settled by 
administrative procedures. The major part of the litigation work of the Office 
consists of the assistance rendered to the Department of Justice and the United 
States attorneys in preparation for trial, conduct of trial, and settlement negotia 
tions after the referral of cases to the Department of Justice. Therefore, the 
volume of litigation cases pending in court or in the Department of Justice more 
accurately indicates the current and future litigation workload than the number 
of cases referred during particular periods. 

There were 1,255 cases involving some $24 million pending at the end of the 
fiscal year 1954. For the first time in several years, there was a net reduction 
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1, the backlog of cases, there being 266 less cases pending as of the close of fiscal 
ear 1954 than were pending on June 30, 1953. Accompanying the reduction in 
he numbers of cases was a $5 million reduction in the dollar value of pending 
ases between the close of fiscal year 1953 and the close of fiscal year 1954. 

However, as previously indicated, as a result of greatly increased price sup- 
wrt activity of Commodity Credit Corporation during last fiscal year, a corre- 
ponding increase in new claims and litigation cases can be predicted for fiscal 
rears 1955 and 1956. New United States attorneys, unfamiliar with the in- 
ricacies of price support activities and confronted with large backlogs of work 
n their respective offices, call upon the attorneys of this Office for increased aid 
i handling the litigation of Commodity Credit Corporation. 

At the end of fiscal year 1954, 19 cases arising under section 32 and school- 
junch programs, involving more than $1,800,000, were pending in court or in the 

epartment of Justice, as compared with 18 such cases involving more than 
$600,000 pending at the end of fiscal year 1953. 

(c) Examples of recent litigation: Illustrative of the varied legal issues pre- 
sented in such litigation described above are the following: 

(1) Grain shortage and deterioration cases: The cases involving shortages and 
deterioration in warehouse-stored grain and other fungible commodities have 
constituted the most important and time-consuming litigation in the history of 
Commodity Credit Corporation. A major portion of the time of attorneys spent 
on Commodity Credit Corporation litigation in recent years hus been devoted to 
the handling of these cases, and several years will be required to complete them. 

Since January 1, 1951, more than 300 warehouse shortage cases alone have 
been transmitted to this Office. It has been necessary to refer some 247 of 
these cases to the Department of Justice, 25 of them having been referred during 
the fiscal year 1954. The Department of Justice has brought legal action in 
96 of the cases on either the criminal or civil aspects, or both. A total of approxi- 
mately 114 of the cases has been closed, including 54 during the fiseal year 1954. 
More than $5,300,000 has been collected on the civil claims, of which about 
$1,500,000 was collected during the fiscal year 1954. The cases now pending in 
the Department of Justice involved an additional $10 million in claims. 

In 21 cases involving insolvent warehousemen, it has been necessary to seek 
recovery in bankruptey or receivership proceedings; 17 such proceedings involv- 
ing claims of Commodity Credit Corporation approximating $5,500,000 are still 
active. Collections of almost $1 million have been made to date in such proceed- 
ings, and substantial additional sums now in the hands of trustees in bankruptcy 
and receivers will be paid to the Government upon completion of the proceedings. 

Both the preparation and presentation in court of claims of Commodity Credit 
Corporation in bankruptcy and receivership proceedings have, for the most part, 
been handled by attorneys of this Office at the request of United States attorneys 
who have been overburdened. These proceedings involve many claims, petitions, 
und motions by the Government and numerous other parties, which require 
participation by attorneys of this Office in many conferences and hearings and 
the preparation of claims, petitions, motions, and briefs and the delivery of oral 
arguments. 

In addition to actions to recover from warehousemen, numerous suits against 
warehousemen’s sureties have been or will be prepared and filed, and information 
requested by the Department of Justice for the filing of suit against upward of 
500 purchasers of Commodity Credit Corporation grain from more than 40 ware- 
housemen has been or is in the process of being obtained. 

(2) Cases involving exports of Canadian wheat under the International Wheat 
Agreement subsidy program: Since June of 1952 there have been referred to this 
office 88 reports of investigation with respect to the disposition of approximately 
60 million bushels of Canadian frost-damaged wheat imported into this country 
obstensibly for animal feed under the customs designation of “wheat—unfit for 
human consumption.” Evidence obtained in these investigations indicates that 
upward of 2 million bushels of such Canadian wheat were exported from this 
country as American wheat, or flour made from American wheat, under the 
International Wheat Agreement export subsidy program administered by Com- 
modity Credit Corporation. During the fiscal year 1954, 62 of these reports of 
investigation were reviewed by this Office and transmitted to the Department 
of Justice with letters of analysis—the remainder having been so transmitted in 
the fiscal year 1953. In addition to substantial evidence of criminal acts com- 
mitted by a number of companies and individuals, it appears that Commodity 
Credit Corporation has claims against some 24 different companies as a result 
of these transactions. The gross civil claims against such companies, computed 
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on the basis of their minimum possible legal liability, is upward of $114 mij 
and, if calculated on the basis of their maximum possible liability, such elgjy 
would run to several million dollars. Collections by voluntary refunds » 
withholdings totaling about $1 million have already been made in these gy 
although the civil aspects of none of the cases have been completed. 

Harris County Houston Ship Channel Navigation District v. Fellrath and ¢ 
modity Credit Corporation, is the first civil case involving such Canadian whe 
to reach the court stage. The plaintiff instituted this suit for the purpow¢ 
obtaining a declaratory judgment that the plaintiff was entitled to security 
valued at more than $100,000 which were purchased by the former superintendy 
of the plaintiff's grain elevator with bribe money paid him by a firm which profit 
by the receiving in substitution for its Canadian frost-damaged wheat stored jj 
the elevator higher quality domestic wheat owned by Commodity Credit (y. 
poration. This Office has reviewed the evidence obtained by investigation, hy 
held conferences with the investigator, the Department of Justice, and the agsig. 
ant United States attorney for the purpose of developing the full facts and th 
legal theories to be asserted by the Government, and has prepared drafts of py 
posed pleadings consisting of an answer, counterclaim, and cross-claim againg 
other parties, which were forwarded to the United States attorney for consider. 
tion. 

(3) Rosenberg Bros. & Co., Inc. v. Commodity Credit Corporation, and nip 
similar actions by other raisin packers, totaling $1,280,000: These suits wer 
brought by raisin packers to recover damages allegedly resulting from changa 
made by Commodity Credit Corporation in the 1947 raisin purchase progray 
which the packers contend were contrary to the program as originally announca 
and constituted a breach of their prior contracts for sale of raisins to the Co 
poration. The Rosenberg case, regarded as a test action for the other nim 
eases, has taken much time by this Office in assisting the Department of Justice 
over a period of many months in the preparation for and conduct of the trial. 

Appellate litigation in connection with Commodity Credit programs: Re 
nicke v. United States (207 F. 2d 429), decided on October 29, 1953, by the Unitel 
States Court of Appeals for the Kighth Circuit, was an action by the Government 
to recover the balance due on a loan by the Commodity Credit Corporation under 
its rice program. One of the issues under the chattel mortgage and mortgag 
supplement related to whether the rice delivered by the defendants to the Cor 
poration was of a lower grade and quality than the rice on which the loan was 
made, and whether the defendants were liable for the deficiency. In affirming 
the judgment of the district court in favor of the Government, it was held, among 
other things, that an inspection certificate issued in the regular course of busi 
ness by a Federal inspector is admissible as evidence of the truth of the state 
ments therein recorded even though the inspector who issued the certificate i 
not available as a witness. 

In Central States Corporation v. Frank Luther, Trustee, a brief amicus curiae 
was filed by the Government since one of the issues had a direct bearing up 
Commodity Credit Corporation’s claim in the Garden Grain & Seed Co. bank- 
ruptcy. The Central States opinion was handed down August 14, 1954 (215?F. 
2d 38, 10th Cir.), and established a landmark in bankruptcy law by holding that 
the bankruptcy court in the exercise of its equitable jurisdiction could concen 
itself with controversies between claimants over property not owned by the bank 
rupt or in the custody of the trustee in bankruptcy if such action by the cout 
was necessary to a complete disposition of the issues involved in the proceeding 

5. Production and adjustment programs.—Legal services rendered in connet 
tion with the Federal Crop Insurance Corporation, sugar quota and paymelli 
program, agricultural conservation program, naval stores conservation prograll, 
farm marketing quota and acreage allotment programs, and import quotas undet 
section 22 of the Agricultural Adjustment Act (of 1933) involved, among others, 
matters concerning: 

(a) Farm marketing quota and acreage allotments in effect with respect t) 
the 1954 crops of cotton, wheat, peanuts, and six kinds of tobacco. The impos! 
tion of cotton and wheat marketing quotas in 1954 for the first time since 195) 
in the case of cotton and 1942 in the case of wheat resulted in an increase in tle 
legal workload. The application of provisions of law enacted since marketiné 
quotas were last effective gave rise to varied and novel legal problems. Approxr 
mately 6,000 farmers who were dissatisfied with their 1954 farm acreage allot 
ments applied for a review of such allotments before a local farmer review col 
mittee appointed by the Secretary of Agriculture. This office assisted in the 

‘conduct of many of these proceedings and examined all review committee deter 
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ill inations for legal sufficiency, A considerable number of such farmers also 
Ch lai stituted proceedings for a court review of their farm acreage allotments. This 
unds aj se arranged for the defense of the review committees by United States attor- 
Se caa@M.vs through the Department of Justice, including the preparation of the neces- 
ry pleadings and the furnishing to the United States attorneys of such pleadings 


“nd Couf..j the records of the cases before the review committees. 

an whe (b) Violations of the cotton, wheat, peanut, and tobacco marketing quota 
aTpose (,ograms, including also a few cases remaining under the 1950 cotton marketing 
oaiead “Beguota program, 


(c) The collection of delinquent crop-insurance premiums. 
h profitas (d) Drafting many proposed amendments to the Agricultural Adjustment Act 
Stored ir 1938, as amended, the Federal Crop Insurance Act, as amended, and the Soil 
edit Cm onservation and Domestic Allotment Act, as amended. 
Lion, bag (e) Drafting of regulations and contracts and handling of claims for indem- 
e assis MMB ies under the crop-insurance program. 
and the Appellate litigation in connection with production and adjustment programs: 
S of peace v. Berry (81 8. E. 2d 276), decided on April 1, 1954, by the Supreme Court 
| againg South Carolina, involved issues of basic significance relative to acreage allot- 
Sider. nents or marketing quotas for tobacco under the Agricultural Adjustment Act of 
938. In upholding the principle that the allotment “is made to the farm and 

ind hit MMB ot the person who owns or operates the farm and, therefore, runs with the 
tS wer nnd,” the court sustained the Department’s apportionment of an allotment be- 
Changs Hieen two farms which had originally been operated as one farm. The favorable 
Progran M/utcome of this litigation is believed to be of great value to the Department in 
the he administration of allotment programs under the Agricultural Adjustments 
le Cor BBA ct of 1938. 
‘er Dine 6. Forestry and lands programs,—Legal work and assistance performed in con- 
a ection with the forestry and lands programs of the Department included matters 

rial. nvolving : 
8: Rew (a) Consideration of the legal validity of private land claims based on the 
United MB eneral mining laws, which apply to approximately 150 million acres of national 
rnmett Forest lands withdrawn from the public domain. Assisting the Forest Service 
n under contesting claims that appeared to be fraudulent or invalid, in quasi-judicial 
ortgagt Miroceedings before the Department of the Interior which has authority to cancel 
he Cor invalid claims; participation in such proceedings by preparing pleadings, intro- 
in Ws MRucing evidence, questioning witnesses, and submitting legal arguments; also 
firmiug Mreparation of briefs in all cases appealed to the Director of the Bureau of 
aon’ Hand Management and the Secretary of the Interior. Determination of the 
of busi haracter and. scope of the surface rights which are appurtenant to privately 
> state Mibwned minerals in acquired national forest lands, and assistance in the prepara- 
cate 8 Mion and prosecution of civil actions arising out of improper or unlawful mining 

; bperations of such lands. 

| Curiae (b) Prosecution of civil and criminal actions arising out of fire, timber, graz- 
S Upt Bing, and occupancy trespasses, and preparation of modification of grazing regula- 
bank. ions of the Secretary under the Granger-Thye Act of April 24, 1950 (50 Stat. 
(215 F RRs, 16, U.S, C. 580-1). 














































ig that (c) Legal assistance in connection with the granting by quitclaim deeds to 
oncem e States and State agencies of certain lands administered under title III of the 
> bank: Bankhead-Jones Farm Tenant Act which were made available to States and 
> court tate agencies by long-term leases and cooperative and license agreements. 
pdings (d) The transfer by Executive order of certain nursery projects formerly 
‘one hdministered under the act of April 27, 1935 (16 U. S. C. 590a, et seq), for use, 
ymeni Administration and disposition under title III of the Bankhead-Jones Farm 
eral, BTenant Act. 


under (e) Review of legislative reports covering forest and range programs. Also, 

others, ndditional work on the so-called stockmen’s bill which, if enacted, would give 
0 permittees holding preferences on the national forests specified rights and 

ect U0 referred uses. 

— (f) Assistance in drafting proposed language for inclusion in the Baker bill 

e 195) (H. R. 8225) providing for appropriation of part of the national-forest receipts 


in the or recreational use and for collecting fees for use of the national forest. Also 
keting review of the Department’s reports to Congress relative to this bill. 

prox (9) Review of proposed revision and amendments to the Secretary's regula- 
allot: ions pertaining to the national forests, assistance in drafting suggested language 
r COM: Jor a uniform State law relative to the control of forest insects and diseases, and 
n the review of revision of departmental publication concerning the law of water 


deter Hirights in the Western States. 
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(h) Furnishing of legal advice in regard to legislative proposals (Hope-Ait, 
bills) to authorize the Department of Agriculture to cooperate with States yy 
local agencies in planning and carrying out programs for watershed protectiq 

7. General legal services.—Furnishing legal advice and assistance in connect 
with general departmental administration, and the activities of the Agricuity 
Research Service and Farmer Cooperative Service, including recent activits 
as follows: 

(a) Personnel security program for the Department, involving considera) 
assistance from this Office in the evaluation and disposition of FBI reports, 

(b) In connection with the foot-and-mouth disease eradication progran ; 
Mexico, considerable legal service was rendered both in Washington and at ¢ 
site of operations. A major project was assisting administrative officers in py. 
paration of a contract for the erection of a rendering and disposal plant in th 
State of Vera Cruz, and in administering and settling the contract for ty 
plant, which was completed during the fiscal year. 

(c) Under the authority of Reorganization Plan No. 2 of 1953, the Secreta 
placed into effect a major internal reorganization of the Department. Assistane 
was rendered in the preparation of numerous documents placing this plan inj 
operation, such as delegations of authority to agencies, and revision of » 
propriation language. 

(d@) The enactment by the Congress of a new law providing payment for w 
of penalty mail required considerable legal attention in determining the effx 
of such law on special associated activities of the Department, such as use of th 
penalty privilege by State extension services and experiment stations. 

(e) Increased attention was given to the problems of the Department’s ney 
foot-and-mouth laboratory on Plum Island, N. Y. A number of contract and othe 
issues were considered, which arose from the unusual nature and isolation ¢ 
this facility. 

(f) Considerable legal attention was required from the Department's anim 
disease indemnity operations. A number of issues arose under the vesiculu 
exanthema operations and new documentation was required to implement th 
attack on scrapie disease of sheep. 

(g) Farmer Cooperative Service work consisted primarily of the prepan 
tion of a periodic summary of decisions affecting cooperatives for distributin 
by the Service, review for legal sufficiency of other publications of the Servie 
and the preparation or review of correspondence in regard to various leg 
phases of the organization and operation of farmers’ cooperatives including {t 
come-tax matters. Highlights were questions incident to the transfer, effectiv 
December 4, 1953, of the cooperative research, service, and educational function 
from Farm Credit Administration to this new agency; participation in sever 
regional educational meetings held to discuss the income tax and related problem 
of cooperatives ; and help on a study of antitrust legislation as affecting cooper 
tives, prepared incident to the Attorney General’s national study of the ant 
trust laws. 

8. Marketing and regulatory laws.—The legal work performed during tl 
fiscal year 1954 in connection with the programs in this field administered by tl 
Department showed a substantial increase over the level of such work prevailix 
in the fiscal year 1953 primarily due to increases in the work with respect t! 
certain programs, particularly in the marketing agreement and order field, # 
indicated by the following examples: 

(a) During the fiscal year 1954, 60 hearings were held in connection with ne 
milk orders or amendments to existing orders and 10 such hearings were held 


CO! 
ne 
ine 
ins 
su 
mi 


the fruit and vegetable field, making a total of 70 hearings during the year. Ti ; 
represents the greatest number of promulgation hearings held under this progr! th 
in any year since its inception and constitutes an increase of 17 over the nul a 
of such hearings held in the fiscal year 1953. Two new milk orders and 1 le d 
fruit and vegetable order were made effective resulting in 79 active prograll D 
(50 milk and 29 in the fruit, vegetable, etc., field) at the close of the fiscal yet! ' 
a new high in the number of programs being serviced. Seventy-two amendmen . 
to orders were promulgated during the year as against 42 in fiscal year 198 

At the close of the fiscal year 11 formal promulgation proceedings in connectit i 
with proposed new milk orders and 2 with respect to fruits and vegetables We 5 
pending in various stages of progress and an additional 10 proposed new wil t 


order programs were under serious consideration although formal proceedil# 
had not been instituted. 

In addition to the new order promulgation proceedings, there are now peniil! 
a number of important administrative and judicial proceedings relating to mi 





1621 


rders which require comprehensive factual and legal analysis and preparation 
wause of the importance of the issues involved. The extent of the legal services 
aquired in such administrative proceedings is indicated by the fact that a 
ending hearing has to date extended over a period of 38 days (5,300 p. of testi- 
mony) and is not yet completed. Although this case is not typical of all such 
broceedings, it is not unusual for hearings to extend over a matter of weeks. 
na recent judicial proceeding connected with this program the record for the 
nalysis and certification approximated 40,000 pages. The trend which became 
apparent during the fiscal year 1952 of demands for milk marketing orders in 
new and distant areas continued through 1953 and at an accelerated rate through 
1954, resulting in a substantial increase in the travel requirements of attorneys 
n handling administrative proceedings and litigation arising under new programs 
and in connection with applcations therefor. 

The increase in volume of work has continued into fiscal year 1955 as shown 
y the fact that in the first quarter of fiscal year 1955 there were 8 promulga- 
ion hearings held, 21 amendments became effective, and as of October 1, 1954, 
here were 82 orders in effect. As of October 1 there were pending 8 new pro- 
vrams on which hearings had been held and, in addition, 18 new programs which 
had been requested by producers and were under serious consideration. Five 
of the latter are based upon amendments to the act contained in the Agricultural 
Act of 1954. 

(b) The level of legal work in connection with the Packers and Stockyards 
Act continued at approximately the same level as in the fiscal year 1953. An 
extensive revision of the regulations under the act was prepared for promulga- 
tion during the fiscal year. The revised regulations were promulgated to be 
effective in September 1954. There is presently pending a suit challenging one 
provision of the new regulations. A substantial increase in work is anticipated 
involving interpretation and enforcement of the new regulations. 

(c) Under the Perishable Agricultural Commodities Act, 255 cases were in- 
stituted during the fiscal year 1954, as compared with 250 in 1953; 224 in 1952; 
and 170 in 1951. <A careful review and appraisal of procedures with a view to 
streamlining and expediting the disposition of cases resulted in the disposal of 
282 cases during the year as against 235 in fiscal year 1953. There were never- 
theless 142 cases pending at the end of the fiscal year. 

Although the volume of new cases instituted is generally substantially lower 
in the summer months, during the period July 1 to September 30, 1954, there 
were 58 new cases instituted. 

(d) The increase in voluntary and mandatory use of official standards in 
commerce continued to result in the promulgation of standards for additional 
new commodities and more frequent amendments to existing standards with an 
increase in the legal work required. The increase in the importance of the 
inspection service in the conduct of business and in price determination has re- 
sulted in greater importance being attached to administrative proceedings in 
matters of denial or inspection service. 

(e) The continuance of the expanded quarantine regulations in connection 
with the nationwide program to suppress and eliminate vesicular exanthema 
has resulted in a substantial increase in legal work in this field, particularly 
in connection with the frequent revisions of quarantine areas and enforcement 
cases. 

Example of appellate litigation in connection with marketing and regulatory 
laws: Cella v. United States (208 F. 2d 783), decided on December 2, 1953, by the 
United States Court of Appeals for the Seventh Circuit, certiorari denied by the 
Supreme Court on June 7, 1954, presented important and broad issues under 
the Packers and Stockyards Act. False weighing had become so widespread in 
the stockyards in Chicago that, as estimated, it aggregated $1 million per year, 
and this case was 1 of 56 proceedings instituted by the Department against 
dealers to suspend or revoke their licenses on the ground, as charged by the 
Department, that such dealers obtained false weights by means of bribing 
weighmasters. The Department’s position was sustained by the Court’s opinion, 
and the result is of wide significance. 

The Supreme Court of the United States filed its opinion on June 7, 1954, in the 
litigation relative to the unloading charges imposed by the railroads on the 
shipments of fresh fruits and vegetables to the New York piers and to the produce 
terminal platforms in Philadelphia. The Secretary of Agriculture intervened 
in this litigation, and the style of the case is Secretary of Agriculture, et al. v. 
United States, et al. Numerous agricultural organizations intervened in this 
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litigation and also the city of New York, and the Port of New York Authority 
and various railroads intervened as litigants. The unloading charges totaly 
approximately $4 million per year. One of the issues related to whether ¢ 
Interstate Commerce Commission has power to approve separate charges fy 
unloading without considering the reasonableness of the line-haul rates. 
unloading charges were approved by the Commission, and the district 
affirmed the order of the Commission, but the Supreme Court vacated the judg. 
ment of the district court and remanded the entire controversy to the Comm 
sion for reconsideration. 


sio 
Asso 
Ru 
(Includes only those amounts which, by November 30, 1954 were actually receiv fmm 45°° 
or programed for 1955 or 1956. Since work for other agencies is performed «fme 4° 
a service basis, at the request of those agencies and for their benefit, it is yy 
practicable to estimate in advance the amounts to be received in most cases) 


Statement of obligations under allotments and other funds 
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Obligations, 
1954 


Allotment from: Disaster loans, etc., revolving fund, Depart- 
ment of Agriculture—For legal services in connection with 
disaster loans, fur loans, and the liquidation of Regional 
_ Agricultural Gredit Corporation assets....................-- $16, 541 $25, 000 


Obligations under reimbursements from governmental and 





other sources: 
Salaries and expenses: 
es eee 7 see. sae 1, 400 . 1,400 
Refund of terminal leave...............____. Ext sis pol 730 400 
Services performed for other agencies__...-_._.__...__- a 0 an ob 4h mat linia=tsnaccsid 
Ps oe ad eck ont tuk chi een ede dtd es 5, 233 1, 800 , 
SS oo 
Total, obligations under allotments and'other funds. 21, 774 26, 800 2%, 


* Mr, Wunrren. Mr. Farrington, we will be glad to have your state. 
ment. 


GENERAL STATEMENT 


Mr. Farrineton. Thank you, Mr. Chairman, and members of the 
committee. I appreciate very much this opportunity to appear befor 
you and discuss the work of the Office of the Solicitor and its financial 
needs for the next fiscal year. 

Since there are new members on the committee and there have been 
several changes in our staff during the past year it might be well if 
I review briefly some of the changes and the present organization of 
our office. During that period 22 attorneys were separated from the 
rolls; 8 through reduction-in-force, 4 retired, 4 left to enter private 
practice, 3 transferred to other Government agencies, 2 resignations, 
and 1 death; 15 attorneys were employed. In keeping with our policy 
of recruiting younger attorneys most of the appointments were mate 
in the lower grades. 


ORGANIZATION 


The field office at Philadelphia was closed last June and we recently 
established two small offices in the Southwest. In the Washington 
office the legal work relating to the Rural Electrification Administra 
tion and the Farmers’ Home Administration was combined under the 
direction of 1 associate solicitor for agricultural credit, thus reducing 
the number of associate solicitors by 1. 
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The activity schedule in the 1956 estimates has been revised to reflect 
this change by merging the “Agricultural credit” activity and the 
“Rural electrification and telephone programs” activity into one 
activity, “Agricultural credit.” The divisions in Washington and the 
officials to whom they are immediately responsible are as follows: 
Solicitor: Associate Solicitor for Litigation 
Deputy solicitor: Commodity Credit Division, Production and Adjustment Divi- 

sion 
Associate solicitor: Farmers Home Division, Rural Utilities Loans Division, 

Rural Utilities Operations Division 
Assocate solicitor: Forestry and Lands Division, General Legal Services Division 
Associate solicitor : Marketing Division, General Regulatory Division. 


Shortly after I became solicitor last March I designated one of the 
members of our staff to make continuing surveys of the work of the 
field offices as circumstances warrant to insure that we are furnishing 
efficient and effective legal assistance to the field officials of the Depart- 
ment. The present field organization consists of 13 field offices and 
5 branch offices of Washington divisions, as follows: 


FIELD OFFICES 


Atlanta, Ga. Milwaukee, Wis. 
Chicago, Ill. Oklahoma City, Okla. 
Dallas, Tex. Portland, Oreg. 
Denver, Colo. San Francisco, Calif. 
Kansas City, Mo. St. Paul, Minn. 
Little Rock, Ark, Santurce, P. R. 
Los Angeles, Calif. 

BRANCH OFFICES 


Albuquerque, N. Mex. Ogden, Utah 
Missoula, Mont. Raleigh, N. C. 
New York, N. Y. 


1956 BUDGET 


The 1956 budget estimate for the Office of the Solicitor recommends 
a direct appropriation of $2,164,000 and an authorization to transfer 
$375,000 from the administrative expense funds of the Commodity 
Credit Corporation to cover the cost of legal services performed for 
the Corporation. 

The estimate for the direct appropriation for the fiscal year 1956 
includes funds to cover the cost of the legal services incident to the 
watershed protection activities. In 1955 these activities are being 
financed from funds made available to the Solicitor’s Office from the 
appropriation “Watershed protection, Soil Conservation Service” in 
the amount of $40,000. The 1956 estimate excludes funds for the 
functions of the hearing clerk and editing of the Agricultural De- 
cisions in the amount of $36,000 as these activities have been trans- 
ferred from the Office of the Solicitor to the Office of the Secretary. 

The 1956 estimate represents an increase of $160,000 over that avail- 
able for 1955, composed of a net increase of $85,000 in the direct 
appropriation and an increase of $75,000 in the transfer authorization 
from the Commodity Credit Corporation. The increase in the Com- 
modity Credit Corporation transfer is offset by a decrease in the 
direct appropriation of a like amount. 
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SOIL AND WATER CONSERVATION LOANS 


An increase in the volume of legal work in connection with the 
soil and water conservation loan program of the Farmers’ Hone 
Administration is anticipated as a result of the enactment of Public 
Law 597, approved August 17, 1954, which extended the authority 
for making water facility loans to all 48 States, authorized loans fo 
soil conservation purposes, and authorized the Secretary to insur 
loans made from private sources for both of these purposes. The 
insured loan volume in 1956 is expected to increase by $16,500, 
representing 4,870 loans to individuals and 20 loans to associations 
compared with loans totaling $8,500,000 to’be insured in 1955. Ay 
increase of $40,000 is requaated for this purpose. 


INSURED MORTGAGES 


The volume of legal work incident to the insured farm-ownership. 
mortgage program of the Farmers’ Home Administration is expected 
to increase in view of the presently anticipated insured farm-owner. 
ship-loan program of approximately $45 million which is an increas 
of $21 million, or 2,645 loans over the program anticipated for 19%j, 
Consideration has been given to the anticipated decrease of $6 million 
representing approximately 600 direct farm-ownership loans. I ex- 


vect the legal services for this increased volume of work will requir 
24,000. 


RURAL ELECTRIFICATION AND TELEPHONE PROGRAMS 


The greater complexities involved in the loan programs such as 
those involving generation and transmission, the proposed increase in 
the telephone program from $75 million to $80 million in fiscal year 
1956, the increase in the electrification program from $165 million to 
$185 million and the increased emphasis by REA in solving problems 
relating to borrowers which are potential loan-security risks, will re- 
quire additional legal services. An increase of $20,000 is requested for 
legal services incident to these programs. 


FARM MARKETING QUOTAS AND ACREAGE ALLOTMENTS 


With the imposition of marketing quotas and acreage allotments on 
the 1954 crops of wheat, upland cotton, and extra-long staple cotton 
and on the 1955 crops of these commodities and rice under the Agri- 
cultural Adjustment Act of 1938, as amended, I expect a marked in- 
crease in the demand for legal services in the fiscal year 1956. Prior 
to 1954 marketing quotas were last in effect for wheat in 1942 and for 
cotton in 1950. Extra-long staple cotton was under acreage and mar- 
keting controls for the first time in 1954 since the act was passed in 
1938. Likewise, rice quotas are in effect in 1955 for the first time. 
Experience has demonstrated that when marketing quotas are im- 
posed for the first time in several years many novel legal problems 
arise and as a rule enforcement of the program requires a relatively 
greater number of suits to be filed than is necessary where quotas have 
been in effect for the commodity during the immediately preceding 
years. For this anticipated increase in legal work I am requesting an 
increase of $30,000. 
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MARKETING AND REGULATORY LAWS 


The volume of legal work referred to the Solicitor’s Office incident 
ythe administration of the marketing agreement and order pee 
nd the activities under the Perishable Agricultural Commodities Act 
as shown a marked increase during the past several years. This rate 
f increase is expected to continue during fiscal years 1955 and 1956. 
n increase of $38,000 is included in the budget estimates for legal 
ork in connection with marketing agreement and order programs 
nd an increase of $8,000 incident to the Perishable Agricultural Com- 
iodities Act, making a total of $46,000. 


COMMODITY CREDIT CORPORATION 


For the past several years, funds expended for legal services incident 
o the operations of the Commodity Credit Corporation have exceeded 
he amounts advanced by the Corporation. It is estimated that the cost 
f such legal services for the Corporation in fiscal years 1955 and 1956 
‘ill be $375,000. For the fiscal year 1955 $300,000 is authorized to be 
ransferred to the Solicitor’s Office. An increase in this transfer au- 
horization for 1956 is requested in order that the Corporation will be 
yaying its full share of the cost of legal services. The budget sched- 
ules propose a decrease of $75,000 in the direct appropriation to offset 
his nerease. 


REPORTS ON PROPOSED LEGISLATION 


As of March 1 there were 5,801 bills introduced in Congress. We 
1ad requests in the Department to give 207 reports on legislation af- 
fecting the Department. All of these reports are prepared in our 
)fice or are cleared through our Office. Compared with that 207 
figure, we had requests for only 41 reports at the same time in 1954; 
in 1953 we had requests for 87; in 1952 we had requests for 29. 

Now, that is the bird’s-eye view, Mr. Whitten, of our budget. We 
will be happy to answer any questions we can. 

Mr. Wurtren. Of course, I would have to draw the conclusion that 
all those bills and requests for reports indicate that somebody in Con- 
gress is unhappy with the present farm situation. 

Mr. Farrineton. They can’t all be along that line. I am sure we 
will report favorably on many of the bills. 

Mr. Wurrren. It would indicate there is some dissatisfaction some- 
where. I have tried to let the record show some of the places where 
I am dissatisfied, Mr. Solicitor. 


AVERAGE ANNUAL POSITIONS, GRADE, AND SALARY 


[ would like to ask you how many people you have had in your 
Office during the current year and what the average grade and salary 
is, and how many people you have asked for during the next year 
and what will be their average grade and salary. Can you answer 
that, Mr. Bawcombe ? 

Mr. Bawcoomps. At the present time we have 372 people on the 
rolls; 179 attorneys and 193 nonprofessional folks. The breakdown 
oa Washington and the field is 249 in Washington and 123 in 

e field. 





1626 


Mr. Wuitten. Do you have a’table'on that?’ You might put th 
table in the record. 













Mr, Bawcomsg, We will submit those. Mr 
The average grade for the current year is 7.9 and the average gijgmprote 
ary is $5,625. The average grade requested for 1956 remains the sanm M2 
at 7.9 but the average salary drops $21 to $5,604 because we anticipay ecal 
that the additional positions will be filled at the entrance salaries, Mr 
Mr. Wuirten. How many additional employees are you requestiry riat 
for the coming year? ‘® Mi 
Mr. Bawcomepr. We are requesting the increase for 17 attorneyjmmhat: 
and 14 nonprofessional people. This is 31 more than provided fy M 
in the funds presently available. aws 


ion 
vate 
has | 


(The statement requested follows :) 


Average annual positions, grade and salary 
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| Planned fiscal year 1955 Requested fiscal year 1956 vit] 

Te Tut tt ee ee mind 

Number of| Average Average | Numberof| Average Average of s 

positions grade salary positions grade salary pro; 

egetipeneeea| cereneeptreenegapaengege | emncnenpepesieageess) quengmatemantgnteentin aimepmsmesnaiimnmemmttinees! ! 

| | | 7 

Professional: | I 

Washington.___.._..____- 125 12.3) $8,085 | 136 12.3 | $800 He loa 

Wie je. 2 Aa 55 11.8 7, 435 | 61 11.8 7 pri 

Ries BLS 180 | 12.1 7,881 | 197 | 12.2 | 7,00 Mat 

Nonprofessional: | | oie tral 
Washington_._....______. 123 4.4 3, 728 131 4.4 3,78 

iene PRR. 82 3.8 3, 480 88 3.9 | 3,50 ) 

Total..-..--.----.-.---- | 205 | 4.1 3, 632 219 4.2 3,60 e 

Ss 9) 

AHl positions: - 

yashington 248 8.3 5, 899 279 8.3 5,900 fare 

ke 137 7.1 5, 124 137 7.1 co 

I a 385 | 7.9 5, 625 416 7.9 | 5, 0 

7 : : es = ~ iether ates een’ 

y : . ass 

Mr. Wurrren. I think all of us can realize that as we have more 7 

problems with price supports and farm credit, and as economic condi. & 

tions may make the situation tight, with REA and many others. Ani ¥,, 

we can see that the legal problems connected with them would increas J), 

rather than decrease. of 

CO 

HEARING CLERK AND AGRICULTURAL DECISIONS EDITING th 


I would like to know why you have had a transfer of $36,000 to d 
the Office of the Secretary in 1955. o 

Mr. Farrtncton. Mr. Whitten, that was the Office of the Hearing a 
Clerk, and the editing of agricultural decisions which are issued by the 
Judicial Officer, who is directly under the Secretary of Agriculture. 
We have felt that they were not doing strictly legal work. Thos 
people were all concerned with the hearings held by the judicial officer 
and that they more properly belonged in the Secretary’s office. They 
were not doing the kind of work our office ordinarily does. 

Mr. Wuirren. Does this present budget provide for those in the 
request for the Secretary’s office ? 

Mr. Bawcompse. That is correct. The amount is $36,000. 
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COMPILATION OF STATE LAWS RELATIVE TO; WATER 


Mr. Wutrren. Discuss the transfer of the $40,000 from watershed 
rotection. What are the legal aspects of that ? 

Mr. Farrtneron. That $40,000 for watershed protection was, as I 
ecall it, provided last year in a transfer, wasn’t it ? 

Mr. Bawcompr. That is correct, through the Supplemental Appro- 
riation Act, 1955. 

Mr. Wurrren. I know it was made, but what was the necessity for 
hat additional work in the Solicitor’s office ? 

Mr. Farrtneton. That was primarily, sir, a compilation of State 
aws dealing with water. The program people in the Soil Conserva- 
ion Service felt, and we agreed, that there should be a survey of the 
vater laws of all the States, and particularly in the East where there 
has been very little specific water legislation. 

Mr. Bawcompe. The $40,000 transfer was for work in connection 
vith the watershed protection program. This was primarily to 
undertake a compilation of applicable State laws and also to take care 
of some of the other preliminary legal work incident to getting the 
program started. 

This activity is not directly related to the soil and conservation 
Joan program. We received $45,000 as a direct supplemental appro- 
yriation in 1955 for the legal work in connection with the soil and 
water conservation loan program of the Farmers’ Home Adminis- 
tration. 

Mr. Wurrren. I would like to have a statement in the record as to 
the results of your work in qualifying the States, showing what States 
have qualified and what is the situation as far as the legal aspects 


are concerned. 


Mr. Farrtneton. We will do that. 

Mr. Mynatr. We are making our own independent survey to deter- 
mine which States have authority to qualify local organizations for 
assistance under the Watershed Protection Act. We are listing them 
in three groups. The States which have authority to clearly qualify 
a local organization, the States which do not, and the States where 
there is some question. In the States where there is question, we asked 
the local State official to submit that inquiry to the attorney general 
of the State. For example, to date, we have 25 States in which soil 
conservation districts are qualified, and 12 in which they are not. In 
the States where they are not, we have been asked for assistance in 
drafting the kind of legislation which they want, and which we think 
would qualify the districts as local organizations under Public Law 
066. The work on the study is continuing. 

_Mr. Wurrren. I would like the record to show the names of the 
States that are qualified and the names of the States in the other 
categories, 

Mr. Farrtneton. We will submit that, Mr. Chairman. 

(The information requested follows :) 

The Solicitor’s Office is now engaged in making a comprehensive study of the 
laws and relevant court decisions of the 48 States pertaining to the creation and 
operation of soil and water conservation districts, drainage and irrigation 
districts, and other local public agencies in order to ascertain the extent to which 


they are authorized to cooperate with the Secretary of Agriculture as “local 
organizations” under the nrovisions of the Watershed Protection and Flood 
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Prevention Act and in the light of policies and procedures to be established % 
carrying out, maintaining, and operating works of improvement authorized) 
said act. It is contemplated that this study will be completed during fiscal yy 
1956. 

A legal problem. of major importance in connection with the Watersiy 
Protection and Flood Prevention Act concerns the authority of soil-conseryatiy 
districts created under the laws of the several States to qualify as a “joy 
organization,” in order to make application to the Secretary of Agriculture fp 
assistance as provided for in said act. This usually involves the power of yj 
conservation districts to carry out structural works of improvement the primay 
purpose of which is the prevention of floodwater and sediment damages ratlp 
than the control and prevention of: soil erosion. Since this raises a questiq 
regarding the interpretation of State laws about which considerable uncertainy 
exists, efforts are being made to obtain from the attorney general of each Stay 
through appropriate channels, an opinion as to the authority of soil conservatiy 
districts to act as “local organizations” under said act. Thus far, the attorney 
general of the following States have issued opinions upholding the authority ¢ 
soil-conservation districts to act as “local organizations” : 


Arkansas Louisiana South Carolina 
Colorado Maryland South Dakota 
Delaware Montana Texas 

Florida Nebraska Utah 

Georgia Nevada Virginia 

Idaho New Mexico Washington 
Indiana North Carolina West Virginia 
Iowa North Dakota 

Kentucky Oregon 


In the following States the attorneys general have issued opinions which 
do not regard as supporting the power of soil-conservation districts to act » 
“local organizations” : 


Alabama Mississippi Oklahoma 
Connecticut Missouri Tennessee 
Tllinois New Hampshire Vermont 
Kansas New York Wyoming 


Opinions have either not been received from the remaining State attorney 
general or copies thereof have not been made available to this Office. 

Many of the States have enabling legislation, in addition to State soil conser: 
tion districts laws, which provides for the creation of various kinds of speciil 
purpose districts with power to carry out some or all of the works of improvemett 
authorized by the Watershed Protection and Flood Prevention Act. The identity 
of these States and the nature of the additional enabling legislation will be asc 
tained in the course of the above mentioned legal study which is being made 
this Office. 


WORKLOAD FOR WATERSHED PROGRAM 


Mr. Wurrren. In connection with the $40,000 this year, is ther 
any necessity for continuing that ? 

Mr. Farrtineron. Yes Mr. Chairman. We think that the increas 
workload which will result from this increased legislation will make! 
necessary that we have it. 

Mr. Wuitren. I mean once you get the States qualified and get thet 
going, either under the watershed program on the one hand, or unde 
the soil and water loan program under the other, aren’t you finished! 

Mr. Farrtneton. After the States have enacted adequate enablit 
legislation providing for the creation of districts that are qualified t 
act as “local organizations” under the Watershed Protection atl 
Flood Prevention Act, legal services will have to be performed in cot: 
nection with the planning and installation of works of improveme!! 
under said act. These legal services will include the preparatio 


rev 


the 


— a ee ee, 


_— 


‘torneys 


Nserve: 

specit! 
yvement 
identity 
B AScet: 
rade ly 


ther 


reasel 
ake 


then 
under 
shed! 
blinz 
ied {0 
and 
1 Col: 
melt 
ition, 


1629 


review or approval of construction contracts, trust fund agreements, 
agreements for the installation, maintenance and operation of works 
of improvement, easements and right-of-way agreements, and related 
legal instruments, the interpretation of Federal, State, and local laws, 
the interpretation of applicable rules and regulations and policies and 

rocedures, and the review of procedures and forms. 

I have a statement here that will provide the committee with more 
details on this matter. 

(The statement referred to follows :) 


The Watershed Protection and Flood Prevention Act establishes and its admin- 
istration must necessarily provide for a new kind of project-type approach to 
soil and water resource development, use, and conservation. This new approach 
differs from the older, project-type Federal public-works programs in that it 
requires the full initiative and maximum responsibility for any undertaking to 
be vested in local people and their local organizations. It offers full opportunity 
for close cooperation and assistance of State agencies. The act must be admin- 
istered within a framework of close Federal-State-local cooperation. 

The new project-type approach to soil and water-resource development, use, 
and conservation places demands for legal services upon the Office of the Solicitor 
greatly exceeding those required for established Federal programs, and the de- 
mand for these services will increase as the program expands both in numbers 
of projects and their geographical distribution. The furnishing of these legal 
services by the Office of the Solicitor is essential to help insure the successful 
administration of the Federal program. The required legal services are not 
limited to the planning and installation of the physical program. They include 
consultation and advice with respect to the legal requirements of the Federal 
act furnished to administrative officials of the United States Department of 
Agriculture. They also include discussions and consultations, in cooperation 
with administrative officials of the United States Department of Agriculture, 
with officials of other Federal agencies, State agencies, and local governmental 
agencies and organizations. 

Prerequisite to the initiation of this program is a determination, State by State, 
of the authority of local agencies created under State law to qualify as “local 
organizations” as that term is defined in the Federal act. This determination 
involves not only the study of State laws which is now being made by the Office 
of the Solicitor, but also obtaining and reviewing opinions from State attorneys 
general concerning the authority of soil-conservation districts and other agencies 
created under State laws to make applications to the Secretary of Agriculture 
for assistance under the Federal act. In this connection, additional legal serv- 
ices are needed on a continuing basis for the purpose of rendering assistance as 
requested by the States for the purpose of aiding the States in determining the 
advisability of amending existing enabling legislation or enacting new enabling 
legislation which will permit the States to enjoy to the fullest possible extent the 
benefits provided by the Watershed Protection and Flood Prevention Act. 

The legal services referred to above are intended to relate only to those parts 
of the Federal program involving the making of applications, preparation of work 
plans, and the construction and installation of works of improvement. In addi- 
tion, there remains the less well understood but vitally important requirement of 
the Federal act which is concerned with the maintenance and operation of the 
works of improvement carried out under the Federal program. Legal assistance 
will also be needed on a continuing basis in meeting the many administrative 
problems which are created by this requirement of the Federal act. 

The legal services which have been briefly referred to do not take into account 
other legal work that is also required for the successful administration of the 
Federal program, This additional legal assistance includes such services as the 
preparation of legal forms and documents; the review or approval of construction 
contracts, agreements for plans of works of improvement, cooperative agree- 
ments, trust fund and other financial agreements, easements and rights-of-way, 
and related legal instruments; and the interpretation of Federal and State laws, 
and of rules and regulations, and policies and procedures. 


Mr. Farrtneron. As previously stated, in 1955 we received $40,000 
by transfer from the Soil Conservation Service for legal work in con- 
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nection with this program. Funds in like amount are included jn ti 
1956’estimate for direct appropriation to the Office of the Solicito, 
We are not requesting an increase for the watershed protection pr. 
gram. The increase of $40,000 requested in 1956 estimate is to pro 
vide the necessary legal assistance in connection with the expand 
soil- and water-conservation loan program of the Farmers Hor 
Administration. | 


SOIL- AND WATER-CONSERVATION LOANS 


Mr. Wurirren. You pass on the soil- and water-conservation loan 
Do those loans all come into your office for clearance ? 

Mr. Farrineton. They may not, sir. We will pass on associatin 
loans, but in some of the States we are setting up a procedure in cov: 
junction with FHA, whereby they use local attorneys to examine ani 
oppose security titles and assist in closings of loans to the individual 
people. For a while at least we will get copies of those opinions ani 
review them and see how the procedure is working out. In son 
States FHA has been unable to obtain private attorneys for this work Bt 


SOURCE OF UNOBLIGATED BALANCE / 


Mr. Wuitren. What is your explanation for the $93,000 w- } 
obligated on June 30, 1954? T am not urging you to spend money, but fy"! 
I want to know what the explanation is. 

Mr. Bawoomse. The $93,000 to which you refer was an unobligated Ryo" 
balance. The reason for that amount, Mr. Whitten, is that when we fy" 
reviewed our plans about the midpoint in fiscal year 1954 we wer My! 
unaware there would be the additional work in connection with the 
watershed-protection program and the soil- and water-conservation Hy 
loans. Our original 1955 estimate would not have permitted us to hare 
continued the rate of obligation that we had been incurring during 
the first 6 months of fiscal year 1954. Through normal attrition of Be '° 
our staff we reduced our rate of obligations so that by June 30 we 


would have been able to live within our original 1955 estimate. A 
Mr. Farrineton. I can assure you, Mr. Chairman—I guess al & 
Government agencies do—that we won’t spend more money than we 4 

need. 
Mr. Wuirren. Mr. Natcher—— 2 
LEGAL ATTENTION TO THE REA PROGRAMS 
_ Mr. Narcuer. Mr. Farrington, you say increased emphasis in sol- a 
ing problems of REA borrowers who are potential loan security risks J 
will provide additional legal problems and require legal services. 
To what extent do you enter into the rural electrification and tele: 
phone programs ? 3 
Mr. Farrineton. We have approximately 26 lawyers and 23 nov- 


professionals. : 

Mr. Nartcuer. You state that an increase of $20,000 is requested 
for legal services. How many additional attorneys do you intend to & 
assign to this particular program ? 
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Mr. Farrtneton. There is provision in the budget for 2 additional 
torneys and 1 additional stenographer. 

Mr. Natcuer. This list of employees that you just mentioned to 
e committee, Mr. Solicitor, do you consider this an adequate num- 
or for this particular program, keeping in mind that these loans 
nd all legal matters pertaining to the loans should be expedited as 
uickly as possible. 

Mr. Farrtncton. We do, yes, sir. 

Mr. Natcuer. You have no complaints as to these matters, partic- 
arly the slowness with which the loans are passed upon, or any legal 
atters pertaining to REA loans, for instance. 

Mr. Farrtneron. We have not, sir, and, of course, at times we have 
o set up schedules of priority of work and, in doing that, we always 
t up the new loans as being of top priority. We try never to permit 
backlog of loan contracts and security documents to accumulate. 

Mr. NatcHer. You feel that the staff will be adequate for the work 
sssigned ? 

Mr. Farrtneton. We think so, yes. 

Mr. Natcner. Thank you, sir. That is all, Mr. Chairman. 


ACREAGE ALLOTMENTS 


Mr. Horan. What provisions do you have with regard to acreage 


Sallotments ? 


Mr. Suutman. The first thing we have to do, of course, is to assist 
on the preparation of regulations determining how those allotments 
areestablished. The farmer has the right of appeal if he is dissatisfied 
with the allotment for his farm. Those appeals are to review com- 
mittees of farmers; and if quotas are in effect they may be to the 
courts if farmers are dissatisfied with the review committees decisions. 

Mr. Horan. Regarding the matter of review, who sets that up? 

Mr. Suutman. The farmer is given a period of time within which 
to seek a review of his acreage allotment. 

Mr. Horan. He does that before a Solicitor of the Department of 
Agriculture ? 

Mr. Suutman. No, he files a notice of appeal with his county com- 
mittee and the case is set down for hearing by a review committee of 
three farmers. They pass upon his appeal. If he is satisfied with 
their decision the case would stop there. If he isn’t satisfied with 
their decision, the case may be taken to the courts. 

Mr. Horan. That is where you come in? 

Mr. Suutman. We come in when the cases are taken to the courts 
and frequently in cases before the review committees, we will assist 
the review committee if it requires assistance, or the county committee. 
Generally we render such assistance as seems to be required. 

Mr. Horan. In rendering that assistance, whose side are you on? 

Mr. Suutman. Well, I think that we represent the Secretary of 


} Agriculture and the county committees whose determinations are 


appealed. The farmer may be represented by his own lawyer if he 
desires representation or he may handle his case, himself. 
Mr. Horan. That is all, Mr. Chairman. 
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Mr. Voursetu. I only have one question that I want to ask. I woy 
like to know why is the extra $85,000 necessary ¢ 

Mr. Farrineton. There is $40,000 more for soil and water conser, 
tion loans and $24,000 for insured mortgages. There is $20,000 for 
REA program, and $30,000 for farm marketing quotas and acrey 
allotments and $46,000 in marketing and regulatory laws. Then, 
course, there is a reduction of $75,000 in our estimate to offset tj 
$75,000 increase in the transfer item from the Commodity Crej 
Corporation. 

r. VorseLL. That is all, Mr. Chairman. 


is el 

LEGALITY OF ACREAGE ALLOTMENTS FOR COTTON a 

Mr. Wurrren. Mr. Farrington, I had a question I wished to ask yo ; 
The hearings will show, as you well know, that the Commodi; 1 
Credit Corporation has on hand approximately $3,692 million ¢ 7 
farm commodities which are not being offered for sale in world trai ; 


on a competitive basis, though the Commodity Credit Corporatiy : 
charter authorizes sale of such commodities in world trade, on a con ml 
petitive basis. ve 

Now, as I recall it—and I would like to direct this to the form, >% 
concerning cotton, though there is a similar formula for other con 
modities—the Secretary must take into consideration the supply ¢ 
cotton on hand, the expected exports of the cotton, the amow 
of cotton that will be consumed domestically, plus 30 percent 
and then issue an order fixing acreage to produce the cotton to me 
those needs, based on the average production. Now, the point I ai 
about has to do with the Secretary’s order, which has been based 
a supply which we have not offered for sale competitively and on w 
expected export where commodities are not being offered for sil 
competitively. When the order is issued under those conditions, if 
a person who felt aggrieved about his acreage reduction wanted ti 
contest the legality of the order, which counted cotton on which tle 
Corporation had refused to discharge its responsibility determiniy 
exports when the Secretary wouldn’t even offer stocks for sale, whit 
would be the likelihood of the court holding that the order was defe: 
tive and unenforceable ? 

Mr. Farrtneron. Mr. Chairman, that is quite a question. 

Mr. Wuirrten. I know it is. It is a serious question which faces this 
Department right now. 

Mr. Farrineron. I assume the calculations of the Secretary took 
into account the amount of cotton that he expected to sell during the 
course of the year. 

Mr. Wuirren. Let me go back now. The record clearly shows thi! 
part of the cotton, which is a part of these commodities, has been heli 
with an embargo against exporting any of it. I don’t know whether 
they still have any of that same cotton but I understand perhaps thes 
do. But all of it has been held off of the world markets on a compet! 
tive price basis, but counted as a part of the supply. The Secretary 
has given this committee the assurance that that was his policy, ani 
so far as we can see that is his continuing policy. Then, when he fig: 
ured the amount of cotton that will be exported, presumably le 
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igured it based on our offering it in world markets at our support 
5 


price level. 


Now, he has counted cotton that he won’t sell, though the corpora- 
tion charter contemplates it and authorizes it, and has figured his 
probable exports at a low level when he could sell it competitively, 
and then has fixed his acreage based on those two determinations. ‘The 
Secretary hasn’t used the figure that exports would have been, if he 
had sold them competitively, and his supply is much larger than it 
would have been if he had heretofore offered it for sale competitively 
in world markets. 

And then the question comes up as to whether the Secretary’s order 
is enforcible. 

Mr. Farrtneron. Your question involves whether or not there is 
abuse of discretion, and whether or not the formula is sound. 

Mr. Wuarrten. I am asking you for an opinion. 

Mr. Farrtneton. I think the Secretary’s decision is valid. 

Mr. Wuirren. They would have to show an abuse of discretion. 

Mr. Farrrnetron. Yes. 

Mr. SHutman. The definition of “normal supply” in the act per- 
mits the Secretary to estimate exports. In making an estimate the 
Secretary would consider all relevant information available to him 
bearing upon probable exports. 

Mr. Wuirren. And you think he would have the right to estimate 
exports. What if he had fixed the export price at $5 a pound, in the 
case of cotton? Then he would have anticipated no exports. Do you 
think that would have been permissible under the law? I am making 
an exaggerated illustration to make my point. But if he had set 
the foreign export price at $5 a pound, then you would have had no 
exports. Then, you say that under the formula he could have set the 
supply without exports, and fixed the acreage accordingly? You 
know he couldn’t do that. 

Mr. SHutmMAn. I assume whenever he exercised discretion it would 
be reasonably exercised. 

Mr. Wutrren. You would agree that under those conditions you 
could question whether he would have the right to fix acreage with 
no exports, where he fixed the price at $5 a pound. 

Mr. SHubtman. I would say his actions would have to have a rea- 
sonable basis. 

Mr. Wuirren. And we can clearly say that fixing $5 a pound 
wouldn’t be that, can’t we? 

Mr. Suutman. I think $5 a pound is an extremely high price for 
cotton. 

Mr. Wurrren. Do you think so? It would clearly be an abuse. 

Mr. Suutman. The law vests in the Secretary the authority to make 
certain estimates in determining the normal supply for use in fixing 
the national quota. The normal supply of cotton for any marketing 
year as defined in the law is “the estimated domestic consumption for 
the marketing year for which normal supply is being determined plus 
the estimated exports of cotton for such marketing year, plus 30 per 
centum of such consumption and exports as an allowance for carry- 
over.” 

I think he could properly make an estimate of exports based upon 
what we have done historically and all other factors bearing upon 
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probable exports. An estimate so based would be an entirely reas 
able one. 

Mr. Wurrren. That is domestic consumption and expected expori 
plus 30 percent. Now, I am saying if the Corporation can fix 
price on cotton from 1 cent to any price, the price is up to the Depar, 
ment. It can be on a competitive bid basis or any other price, frog 
1 cent to $5. 

Now, if the Secretary were to fix the price at $5 a pound, he woul 
have no exports. So then if he said, “The domestic consumption j acH 
so-and-so, with no exports because of his $5 amount, plus 30 percent’ 
you know that his order, in all likelihood, would be held illegal. 

Mr. SuHutman. You are aware, of course, that the act protect 
against too small a quota by providing a minimum below which thie? 
quota can’t go. 

Mr. Wuirren. You don’t answer me. You can’t go below 10 mil 
lion bales; that is right. 

If you set it at $5 a pound and thereby brought about no export: 7 
I think any reasonable man would agree the courts would hold thi? 
order invalid. 

If he fixed the price at a domestic support level, when he had tly 
authority to make the price truly competitive in world trade, then th: 
question arises. There is no question about the $5, but when he gets 
down to 4 or 5 cents, he opens a legal question as to whether lk 
had a right to restrict the total that weld have been exported, by 
fixing the price so high as to not export it. 

Then taking the supply on hand: If he has it on hand becaus 
it wasn’t selling competitively, that is one thing; but if by his om 
order he has held it off world markets and still carried it, it raises 
a legal question as to whether that is sound, doesn’t it ? 

Mr. Suutman. It raises a legal question, surely. 

Mr. Wuirren. And you don’t think at the present time—— | 

Mr. Suutman. I don’t think anything the Secretary has done is 
subject to successful legal attack so far as the national quota is By'™ 
concerned. 

Mr. Wurrrten. You think he is within his rights to hold it off of BH 
world markets, to hold the export price at our domestic support price 
oe therelvy restrict exports. Do you think he has a legal right to do 
that ¢ ) 

Mr. Suutman. Yes, sir, I do. we 

Mr. Wuirren. Are there any further questions? If not, thank 
you gentlemen. 
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THurspay, Marcu 3, 1955. 
OFFICE OF THE SECRETARY 
WITNESSES 


ALPH S. ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY OF 
AGRICULTURE 

acHENRY SCHAFER, DIRECTOR OF PERSONNEL, DEPARTMENT OF 
AGRICULTURE 

OSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET 
OFFICER, DEPARTMENT OF AGRICULTURE 

RANCIS R. MANGHAM, DIRECTOR, OFFICE OF PLANT AND OPERA- 
TIONS, DEPARTMENT OF AGRICULTURE 

HUGH W. BERGER, CHIEF, ADMINISTRATIVE SERVICES DIVISION, 
OFFICE OF PLANT AND OPERATIONS, DEPARTMENT OF AGRICUL. 
TURE 

ILL ROGERS, HEARING EXAMINER, OFFICE OF HEARING EX- 
AMINERS, DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Amounts available for obligation 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


| 1954 actual | 1955 estimate | 1956 estimate 





Approp1 iation or estimate $2, 188, 000 $2, 080, 000 | $2, 172, 600 
eimbursements from non-Federal sources ____ 395 athe 4 
) eim ibursements from other accounts: 
“Administrative expenses, Commodity Credit Corpora- | | 
tion” =— 84, 280 | 84, 280 | 84, 280 
“Flood eee ae: etiantcaihe i 7, 548 
OU ..cccsig ea ar ; 72, 456 | 81, 481 | 81, 481 





Total available for obligation _ _- 2, 352, 679 2, 245, 761 | 2, 338, 361 
Unobligated balance, estimated savings —71, 859 : 


Obligations incurred. 2, 286 ), 820 2, 245, 76 2, 338, 361 
Comparative transfers from “Salaries and expenses, Office of 
the Solicitor, Agriculture’ - 35, 500 


Total obligations....................-- 2, 316, 320 | 2, 281, 761 2, 338, 361 


oo Reimbursements from non-Federal sources above are from proceeds of sales of personal property 
(40 U. S. C. 481 (e)). 
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Obligations by activities 


Description | 1954 actual | 1955 estimate | 1956 estimate 





Direct Obligations 






























































1. General administration ....____- Sieh iets paw Dnsigen ie $448, 905 $464, 500 $521, 100 Obligated 
2. Personnel administration and service_.._._-_____- an 470, 347 454, 000 454, 000 Adjustime 
3. Budgetary and financial administration and service_______- 678, 814 649, 500 649, 500 Obligatio! 
OR Ionic on diicecnsccnancassacess 424, 575 403, 100 403, 100 
5. Regulatory hearings and decisions...._____- bakes 129, 000 133, 400 133, 400 
6. National Agricultural Advisory Commission..._... _______|.......__.___- 11, 500 11, 500 Reimburs 
7. Obligations under reimbursements from non-Federal . Obligated 
ida ote d hb eth an ce a asi tbe en se eee Oh... ieee. Fe aaa 1 
ee Tot 
eee en ND oon oc aks ten ccureetcewb cele 2, 152, 036 2, 116, 000 2, 172, 600 
ieneaniiieii xpendit 
Obligations Payable Out of Reimbursements From Other Accounts EP out ( 
Out ¢ 
iS. Ceres wren... ... >... seerscic sacs oli 20, 694 10, 298 10, 208 
2. Personnel administration and service __. 91, 594 104, 090 104, 090 — 
3. Budgetary and financial administration and service...____- 29, 121 28, 498 28, 498 
TI ns es 22, 875 22, 875 22, 875 
Total obligations payable out of reimbursements from 
other accounts_.__.__- cickhostubide dthetnodabte skied 164, 284 165, 761 165, 761 Mr 
DUE io ocnn-snepectitabiesieceinétensitatos 2, 316, 320 2, 281, 761 2, 338, 361 We 
a ae re oS as as. ee wero oe insert 
Obligations by objects throu 
Pcie asics SaaS neecaetecialbaic nate Sagas Skee ee es ddd ea (T 
Object classification | 1954 actual 195 estimate | 1956 estimate 
Summary of Personal Services The 
| | 
Total number of permanent positions.__.___......__________-- 355 342 349 by th 
Full-time equivalent of all other positions......._..__._______- 2 | 2| e 2 Under 
Average number of all employees. _____________- } 345 | 338 345 staff 
Number of employees at end of year. ____- 324 | 332 339 tearves 
A sane gra 
Average salaries and grades: lation 
General schedule grades: farm 
Average salary............___- ice eer eet. Lea lew $5, 801 | $5, 865 $5, 913 ae 
Po OR a eee eee ea | GS-8.2 | GS8-8.2 GS-83 pert 
Ss | ae = of th 
Personal service obligations: : legis] 
Permanent positions._.............__- saddswndscsacecacees | $2,030, 912 $2, 017, 415 $2, 066, 913 : — 
Positions other than permanent_.......__________________- 19,179 | 17, 000 17, 000 tural 
Regular pay in excess of 52-week base. _...........-....--- 7,471 | 7, 902 8, 133 Th 
Payasens: Goove base rates... ............................ 4, 596 | 3, 500 3, 500 of the 
Other payments for personal services.......-..-.........--| Ce te Pe 
REC PR erred average < prt Laearie hte 
Total personal service obligations. -_-- ee a ---| 2, 063, 394 2, 045, 817 2, 095, 546 whic 
Direct Obligations a 
as ic ey 1, 949, 550 place 
Oy Se ees 0 ae ene wrens 68, 786 | 98, 546 102, 416 oe 
03 Transportation of things........................--.------- 6, 022 | 4, 700 4, 700 at 
04 Communication services-____- Jebripaniascigsbargatecedieess 33, 151 | 25, 821 | 25, 821 Offic 
ee eee ee 498 400 400 part 
OS Pemitaue eee Sooreanotion....._.......................... 59, 248 | 50, 950 49, 935 ~ 6 
07 Other contractual services__...............--------------- 5, 427 | 8, 135 9, 535 
Services performed by other agencies..............._.._- 29, 650 | 8, 287 8, 287 and 
Oe coc cca enivenn neal 14, 483 | 11, 233 11, 249 man 
OD eee span edna ic omasueiaeeee 15, 121 6, 367 8, 967 stan 
BG: Te Oe I iain ian sine hee cec ec nceccesccel 3, 020 | 1, 740 1,740 of t 
—— 0 
Total direct obligations. ....................-..--.------ |__ 2,152,036 | 2,116,000 | —_2, 172, 6” proc 
Obligations Payable Out of Reimbursements From Other Accounts | ps 
OR I RON ia orien eas sn tsk se wenconucaneencna sale 146, 764 145, 996 145, 996 pers 
ai iern cis akestivakaneie peqbeelas castes nib sapenaiel 16, 690 | 19, 000 a= it se 
08 Supplies and materials__.._._..________- Lek ees 830 765 7 B 
Total obligations payable out of reimbursements from | of F 
alacant aes tes acnesctbecist 164, 284 | 165,761 | ——_165, 761 ing 
a i | 2,316,320 | 2, 281, 761 2, 338, 361 etal 
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Analysis of expenditures 


(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 





Obligated balance brought forward ---..----..----- Se $168, 202 | $143, 633 | $133, 633 
Adjustment in obligations of prior years EL Lqnnigtess eS 
Obligations incurred during the year.........--- ; 2, 280,820 | 2, 245, 761 2, 338, 361 


2, 452, 350 | 2, 389, 394 | 2, 471, 994 
Reimbursements... ..~.~----------------- oe eg neal —164, 679 —165, 761 —165, 761 
Obligated balance carried forward_-.--.-.--.---------- j —143, 633 | — 153, 233 





Total expenditures.............------------- sal ‘ 2, 153, 000 


Expenditures are distributed as follows: 
Out of current authorizations...............------.------- 1, 974, 257 1, 950, 000 | 2, 023, 000 
et go ee ee eee ee 169, 781 140, 000 | 130, 000 


SUMMARY JUSTIFICATION DATA 


Mr. Wurrren. The committee will come to order. 

We come now to the Office of the Secretary. We would like to 
insert in the record at this point pages 291 through 293, 295, 298 
through 313, and 315 of the justifications. 

(The pages referred to follow :) 


PURPOSE STATEMENT 


The Department of Agriculture was established as an executive department 
by the act of May 15, 1862. The Secretary of Agriculture, assisted by the 
Under Secretary, the Assistant Secretaries, and members of their immediate 
staff, directs the work of the Department, formulates and develops policy, in- 
tegrates the several programs of the Department, maintains departmental re- 
lationships with agricultural organizations and others in the development of 
farm programs, renders administrative decisions in regulatory proceedings 
pertinent to Department programs, and maintains close liaison with the Office 
of the President and with Members of Congress on all matters pertaining to 
legislation and policy in order to insure effective performance of the agricul- 
tural programs. 

The following specific departmental functions are also included in the Office 
of the Secretary : 

Personnel administration and service is carried out by the Office of Personnel 
which serves as a staff agency of the Secretary having responsibility for the 
personnel management program of the Department. This includes classification, 
job evaluation, salary and wage administration, hours of duty, recruitment, 
placement, retirement, separations, leave, employee relations, training, safety, 
organization, incentive and awards programs, investigations, and health. The 
Office has responsibility for the development of personnel policy for the De- 
partment, and for executing and interpreting the intent and policies expressed 
in over 200 laws, various executive orders, and the rules, regulations, policies, 
and decisions of the several agencies of the Government in the field of personnel 
management. In carrying out these responsibilities, the Office delegates sub- 
stantial authority to agencies within the Department for the operational phases 
of the appointment, classification and disciplinary activities. Policy and basic 
procedures developed by the Office are carried out through agency personnel 
offices. In addition to the continuous day-to-day contacts on specific problems, 
the Office conducts a systematic and periodic review to insure unification of the 
personnel management program and to measure its effectiveness and how well 
it serves the agencies’ personnel management requirements. 

Budgetary and financial administration and service is carried on by the Office 
of Budget and Finance which serves as a staff agency of the Secretary in carry- 
ing out departmental functions relating to overall administration of the budg- 
etary, procurement, and fiscal affairs of the Department. It has responsibility 
for providing leadership and coordination of these activities throughout the 
Department, including the acquisition and distribution of funds; accounting; 
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auditing; budgetary and financial reporting; organization and management 
budget, fiscal, and procurement activities; purchasing, warehousing, utilization, 
and disposal of administrative and operating supplies and equipment ; and relata 
activities. It coordinates, in the field, the activities of area agricultura] equip 
ment committees to insure maximum effective utilization of administrative sy 
plies and equipment owned and procured by the Department. 

The Office also has responsibility for formulating and promulgating depar. 
mental policies and procedures relating to the above functions, including the 
review and evaluation of program and legislative proposals for budgetary, fingp. 
cial, and related implications, and, in cooperation with staff and program agep. 
cies, for obtaining improvements in the management and operation of wor 
programs administered by the Department. The Office acts as Department 
liaison on all such matters with the Bureau of the Budget, General Servic 
Administration, General Accounting Office, Treasury Department, and others 
It also provides liaison with congressional Committees on Appropriations. 

General operations, which are carried on by the Office of Plant and Oper. 
tions, consist of exercising general direction of the housing of the Department's 
activities, including technical services incident to the design and approval of 
construction projects related thereto, contractual authority as it pertains to 
the leasing of commercial space, and all matters concerned with the dispositiny 
of surplus real property. The Office is responsible for administration of the 
records management program for the Department, including the coordination of 
records management activities of all agencies of the Department. It serves as 
Department liaison with other Government agencies on matters pertaining to 
its functions. The Office performs administrative service functions for the Offic 
of the Secretary and also operates certain departmental services in the District 
of Columbia, including telephone, telegraph, reproduction, duplicating, address 
ing and mailing, central storage and distribution of supplies and forms, motor 
transport service, and the departmental post office. 

Regulatory hearings and decisions include the work of the Office of Hearing 
Examiners and the judicial officer. The hearing examiners carry out the pro 
visions of the Administrative Procedure Act relating to the holding of hearing 
(5 U. S. ©. 1006, 1010). Hearings are held in connection with prescribing of 
new regulations and orders, and on disciplinary complaints filed by the Depart- 
ment, or on petitions filed by private parties asking relief from some action of 
the Department. In general, the examiners make reports, recommend de 
cisions, and perform such related duties as are required by the Administrative 
Procedure Act, and statutory provisions, regulations, and rules of practice ap 
plicable to their work. 

The judicial officer renders final administrative decisions in regulatory pro 
ceedings, and is responsible for preparing Agriculture Decisions, a monthly 
publication containing decisions in connection with all quasi-judicial functions 
and administrative hearings of the Department. 

The Hearing Clerk Unit, which operates under the judicial officer, has the 
responsibility for receiving, filing, and acknowledging the receipt of complaints, 
petitions, answers, briefs, arguments, and other documents filed with the De 
partment of Agriculture in connection with quasi-judicial and administrative 
proceedings under various regulatory laws administered by the Department. 
The Unit issues notices of hearings, serves upon parties concerned any doct- 
ments required in connection with such proceedings, arranges for suitable places 
for hearings to be held and for appropriate stenographic reporting, and maintains 
a docket record of all documents and proceedings. 

The National Agricultural Advisory Commission was established pursuant to 
Executive Order 10472, approved July 20, 1953. It reviews national agricultural 
policies and the administration of farm programs, and makes recommendations 
to the Secretary of Agriculture for the betterment of such policies and programs 

On November 30, 1954, employment in the staff offices comprising the Office 
of the Secretary consisted of 487 employees, 480 of whom were in Washington and 
7 in the field. 


Appropriated funds: 
Apetopriobed, 1006 2. v0.55. Tie ss eye i waceui bs $2, 116, 0 
Buipet cotiqate, 2B sisio ie) asi wiesusoiouol detuucubes 2, 172, 6 
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(a) Salaries and expenses 


Appropriation Act, 1955 , 
Transferred from “Administrative expenses, Commodity Oredit 
Corporation” é‘ 
Transferred in 1956 estimates from “Salaries and expenses, Office 
of the Solicitor, Agriculture” for expenses of hearing clerks and for 


editing Agricultural Decisions 


Base for 1956 
Budget estimate, 1956: 
Direct appropriation 
Transfer from “Administrative expenses, Commod- 


ity Credit Corporation” 
Total available, 1956 2, 256, 880 


Increase (for strengthening inspection and investigation pro- 
gram at the departmental level) +56, 600 


Project statement 


| 10955 (esti- | Increase or | 1956 (esti- 
Project 1954 | mated) decrease | mated) 


1. General administration $466,751 | $474,798 | +$56,600| $531,308 
2. Personnel administration and service 492, 956 476, 609 | | 476, 609 
3, Budgetary and financial administration and service _- eI OE Liccnmeoceuns 677, 998 
4, General operations 447, 450 REE Deen ee 425, 975 
5. Regulatory hearings and decisions_-_____-._....--__-- 133, 400 |- 

6. National Agricultural Advisory Commission 

Unobligated balance 


Total available 2, 315, 328 


Transferred from: 
“Administrative expenses, Commodity Credit 
CN SRet iste wenne dddgagdssectns ahiereae —84, 280 | 


“Flood prevention, Agriculture” —7, 548 
2, 223, 500 











Transfer in 1956 estimates from: ‘Salaries and expenses, 
Office of the Solicitor, Agriculture’’ —35, 500 | 


Total appropriation or estimate 





STATUS OF PROGRAM 


1, General administration 

The immediate Office of the Secretary has broad responsibility for the develop- 
ment of national agricultural policies and for the general management of the 
Department of Agriculture under the laws enacted by the Congress. 

Review and coordination of agency programs.—The reorganization and con- 
solidation of agencies of the Department made effective in November 1953 has 
greatly facilitated the review and effective coordination of the programs of 
Department agencies. The new grouping of programs has strengthened adminis- 
tration of related activities and helped to focus efforts on programs most 
responsive to the needs of agriculture in general. 

Agricultural Act of 1954.—New legislation was enacted which makes impor- 
tant revisions in the agricultural programs beginning with the 1955 crops. This 
is the most far-reaching and comprehensive legislation of this kind in many 
years and is designed to bring better service to the farmer and to assure increas- 
ing prosperity to American agriculture. Important elements of this legislation 
include a special set-aside of certain commodities; a new flexible price supports 
policy; a new wool-support program, authorization for continuation of the 
agricultural conservation program ; and amendments to the Agricultural Market- 
ing Agreements Act of 1937. 

Agricultural trade missions.—In March 1954 the Secretary of Agriculture 
appointed 3 agricultural trade missions, consisting of members broadly repre- 
sentative of the total export interests of American agriculture, to visit 35 
countries relative to United States export and import trade with those coun- 
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tries. The report of these missions included a number of highly significay 
recommendations for the immediate and long-range improvement of expor 
trade in agricultural commodities, and for increasing the effectiveness of our 
Foreign Agricultural Service. All the recommendations are receiving carefy| 
attention with a view to implementation in a way to best serve the interest 
of agriculture and the foreign economic policy of the United States. 

Agricultural Trade Development and Assistance Act of 1954.—This act (Publip 
Law 480, 83d Cong.), provides for increasing the consumption of United State 
agricultural commodities in foreign countries and for improving the foreig 
relations of the United States. It authorizes a program for the sale for foreig, 
currencies of surplus agricultural commodities under agreements with friendly 
nations; directs the making available of such commodities for transfer unde 
certain conditions to friendly nations in order to meet famine or other relief 
requirements; and contains a provision for barter or exchange of CCC-owng 
commodities. The functions delegated to the Department of Agriculture unde 
this act will be carried out through the facilities of various agencies of the 
Department under the general direction of the Secretary. 

Participation in international activities.—In order to encourage internationa) 
trade and promote the export of United States agricultural products, the Depart. 
ment’s work in the foreign marketing field has been reorganized, revitalized, 
and expanded. The Department participates in the negotiation of trade agree. 
ments and in other international arrangements affecting trade in agricultural 
commodities. It administers the International Wheat Agreement, represents 
the United States Government on various committees affecting international 
trade and national foreign policy, and furnishes the primary liaison with the 
Food and Agriculture Organization. The Department also participates in the 
administration of certain programs of technical agricultural assistance to foreign 
countries. 

Organization and management.—Economy-minded supervision has been insti- 
tuted for all Department activities, and some unessential offices of the Depart: 
ment have been closed in order to effect savings. The general reorganization of 
the Department referred to above resulted in the grouping of all Department 
agencies under the direction of the Assistant Secretaries or other Department 
officers. The organization of the Department was simplified and improved. 
Research (except forestry and marketing research) was integrated within the 
Agricultural Research Service, which also conducts allied plant and animal 
disease and pest control regulatory work. The Soil Conservation Service was 
reorganized, its regional offices abolished, and its work brought closer to the 
farmers it serves. Marketing functions were placed in a new agency, the 
Agricultural Marketing Service, and are being given greater emphasis. Major 
reorganizations have also been made within the Rural Electrification Adminis- 
tration and the Farmers’ Home Administration. Steps have been taken to 
improve the functioning of the State and county agricultural conservation 
committees. 


2. Personnel administration and service 


The Office of Personnel is the staff office of the Secretary responsible for 
general direction, coordination, and administration of the Department’s per 
sonnel management program. Broad functional responsibilities covering ll 
phases of personnel administration are assigned to the six divisions coll 
prising the office with the exception of safety which is retained in fhe 
Director’s office. Personnel policies and procedures are devised to assist 
program officials in making the most effective use of all employees of the 
Department. An annual review is made of all existing policies and _ proce 
dures and changes made to keep the personnel management program adjuste 
to the particular requirements of the Department’s work. Prompt attentio 
to specific problems and changing conditions is given on a continuous (aj 
to day basis. The Office, in carrying out the expressed policies of Con 
gress, the President, Budget Bureau, Civil Service Commission, Bureau 0! 
Employees’ Compensation, and other Federal agencies, makes delegations 0 
authority to agencies to enable completion of personnel actions with a mili: 
mum of review and maximum economy in operations, issues written instruc 
tions to agencies concerning regulatory and administrative policies and pro 
cedures, and develops and administers standards and uniform practices fot 
all phases of personnel management. More specifically, the Office is responsible 
for: 








— or 


reti 
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(a) Classification, salary administration, and classification specifications: 

(1) Supervises allocation of all positions in the Department; develops 
policies and plans for the compensation of employees occupying posi- 
tions exempted from provisions of the Classification Act of 1949, as 
amended. 

(2) Develops policies with respect to hours of duty for employees. 

(3) Interprets appropriate laws, Civil Service Commission rules and Comp- 
troller General decisions and develops policies and regulations on compensa- 
tion, including within-grade increases, for the guidance of agencies of the 
Department. 

(4) Develops classification specifications for positions peculiar to the 
Department, and cooperates with the Civil Service Commission in draft- 
ing specifications for positions on a service-wide basis. 

(b) Employee performance and development : 

(1) Develops policies and standards as guides for agencies of the De- 
partment for employee and executive development, employee relations, 
performance ratings, employee grievance, and rating appeals. 

(2) Administers for the Department programs in developing supervi- 
sors and administrators, performance ratings, employee organization rela- 
tionships, employee services, and employee appeals. 

(3) Advises and cooperates with the agencies of the Department in 
carrying out these functions and acts as liaison with outside organi- 
zations such as other Government agencies, educational institutions, and 
private industry as a means of introducing improved practices and meth- 
ods which will increase the efficiency of employees of the Department. 

(c) Employment, recruitment, placement, examination, separation, and 
retirement : ‘ 

(1) Develops and administers overall recruitment and placement ac- 
tivities such as executive development agreements, training agreements, 
probationary trainee programs, employment of experts and consultants, 
contacts with land-grant colleges and other educational institutions and 
career programs. 

(2) Administration of Civil Service Commission examining program 
including development of qualification and examination standards, ad- 
ministering a nationwide examination program through boards of ex- 
aminers for positions peculiar to the Department of Agriculture. 

(3) Administers the employment phases of the personnel management 
program including transfer, promotion, separation, leave, social security 
and unemployment compensation, and retirement. 

(4) Analyzes and coordinates the compilation of departmental personnel 
statistics. 

(d) Organization and personnel management : 

(1) Develops improved personnel procedures and organization patterns, 
reviews organization changes and maintains current organizational record 
of the Department; surveys and investigates Department’s organization to 
improve structure, lines of authority and responsibility, flow of work, and 
workload distribution to promote more effective use of personnel. 

(2) Directs the review and appraisal of agency personnel program activi- 
ties, develops standards of personnel office performance, and maintains 
control records on delegated authorities. 

(3) Participates in the development and execution of operating plans for 
the Department's management program and develops materials to encourage 
and maintain employee interest in management improvements. Arranges 
for the investigation of employee suggestions which require action at the 
departmental or higher level. 

(4) Administers the Department’s incentive awards program which in- 
cludes honorary and cash recognition of employees’ outstanding achieve- 
ments. 

(5) Initiates the preparation of policy, regulatory, and administrative 
personnel instructions. 

(6) Studies and prepares departmental reports on pending legislation 
having personnel implications. 

(e) Investigations: 

(1) Investigates alleged violations of law applicable to the Department or 

violations of Department regulations. 
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(2) Investigates alleged mismanagement and misconduct of personne 
within the Department and its instrumentalities. 

(3) Establishes standards to be followed by agencies of the Departmen; 
in conducting disciplinary investigations and in determining the action to be 
taken as a result thereof. 

(4) Conducts security investigations, including full field investigations 
of occupants of sensitive positions; makes agency checks and inquiries for 
attendance at international conferences, special passports, and membership 
on interdepartmental committees dealing with matters important to the 
national security; and maintains control and custody of investigative files 

(f) Personnel security: 

Reviews reports of full field investigation of persons in sensitive positions 
to determine whether such employment is consistent with the nationa) 
security ; recommends reassignment, suspension, and removal of employees 
on security grounds; prepares forms, orders, and reports for submission to 
the Secretary and others. 

(9g) Employee health: 

(1) Supervises the health-service facilities of the Department. 

(2) Provides treatment of on-the-job illnesses requiring emergency 
attention. 

(3) Assists in the conduct of employee-health education. 

(4) Advises with employees on health matters and instructs employees 
injured in line of duty regarding compensation rights, report requirements, 
and procedures. 

(5) Conducts health examinations as necessary. 

(h) Safety: 

(1) Provides leadership for an employee-safety program. 

(2) Maintains accident reporting procedure. 

(3) Keeps officials and employees advised of duties and rights under 
Employees’ Compensation Act. 

Examples of recent developments and activities.—The following examples rep 
resent some of the significant activities with which this Office has been concerned, 
They are representative of the continuing problems with which the Office must 
deal along with the fundamental function of planning and administering an effec. 
tive personnel management program for the Department. 

(1) The Office conducted reviews of agency personnel offices, both in Washing- 
ton and the field, having delegated personnel authorities. These reviews have 
resulted in better relationships because of a mutual understanding of each other's 
problems and objectives which is essential to the unification of the Depart- 
ment’s personnel program under a policy of delegated authority. More emphasis 
is being given to discussion with employees at the ground level in order to ascer- 
tain the effectiveness of the field personnel program at the point where the bulk 
of the Department’s programs is carried out. 

(2) Activity in position classification was considerably accelerated by the 
Secretary’s approval in November 1953 of Department reorganization under 
Plan No. 2. Practically every position in GS-14 through GS-18 at the Washing. 
ton level in many of the services and agencies was affected by the reorganization. 
In addition, field services of a substantial number of agencies were immediately 
involved and required overhaul of affected key positions. 

(3) In the salary and wage field the impact of the so-called Fringe Benefits 
Act requires particular attention in (a) the abolishment of the CPC schedule 
which involves about 1,500 positions subject to conversion to the wage-board 
system or the GS schedule, (b) control of deviations from the amended work- 
week provisions of the act, (c) interpretation of new conditions of longevity 
increases in relation to prior legislation, and (d) analysis of conditions under 
which premium pay differentials of 25 percent and 15 percent are applicable in 
the Department. 

(4) Additional importance is being given to incentive programs as a segment 
of personnel management. Public Law 763 requires that incentive awards should 
be given due weight in qualifying and selecting employees for promotion. New 
regulations are now being drafted to implement the law. 

(5) Approximately 95 percent of the eligible employees of the Department are 
participating in the group life-insurance plan. Two factors have added to the 
work normally to be expected in administering this program: (1) The speed in 
which it was put into effect, and (2) the complexities involved in extending 
coverage to cooperative employees who are not wholly paid from Federal funds. 
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(6) Considerable interest has been evidenced, both in the Department and in 
the land-grant) colleges, in studies which have been made on the evaluation of 
selection methods used in the recruitment of professional and scientific per- 
sonnel at the entrance level. Some work along this line has been done and the 
results pointed up the need for further study in this field. The interest shown 
and the evident need for further information led to the inauguration of a study 
of selection methods which has gained widespread interest. This study was 
inaugurated by the Department of Agriculture with the cooperation of the Civil 
Service Commission and the land-grant colleges, with the approval of the Asso- 
ciation of Land-Grant Colleges. The Joint Land-Grant College-USDA Com- 
mittee on Training for Government Service stated in their last meeting that this 
project promises to be the most important one in which that group has par- 
ticipated. 

The plan involved the testing on a volunteer basis of graduating seniors in 
the spring of 1954 who were potential eligibles in any of the options offered in 
the junior agricultural assistant examination. The results of these tests will 
he compared with other test results of similar populations and with the results 
of those who competed in the regular JAA examinations. An effort will be made 
to record the progress of the participants in the testing program over a 5-year 
period following their graduation. 

Some 26 colleges participated in the study, and a total of over 1,400 students 
were tested. Preliminary analyses have been made and further studies of 
the data are underway. It is believed that the results of this study will not 
only furnish the Civil Service Commission and the Department of Agriculture 
with valuable information on selection methods, but will also furnish the col- 
leges and universities with information on which to base future curriculum 
planning and counseling programs. 

(7) Assistance was rendered agencies in the solution of employment problems 
through the negotiations for special authorities under schedule A and schedule C 
of the civil-service rules and the analysis of rules relating thereto. Various 
detailed analyses have been made of the key-position structure of the Department 
to serve as a basis for determining the positions which should be placed under 
schedule A or C or remain in the competitive service. An analysis was made 
of all schedule A authorities available to the Department for determination 
with respect to the retention, or modification of such authorities based on cur- 
rent needs and use made thereof, and recommendations thereon were submitted 
to the Civil Service Commission. The cooperative agent authority under 
schedule A is being given special and separate study in order to determine 
whether any positions previously filled under such authority properly belong in 
the competitive service. A revision of the Department’s agreement with the 
Civil Service Commission for the appointment of experts and consultants with- 
out prior approval of the Commission has been drafted and approved by the 
Commission for the appointment of experts and consultants in positions excepted 
from civil service by contract or otherwise without the need for submitting 
individual cases for prior approval of the Commission. 

(8) It has been a long standing policy of the Department to maintain recruit- 
ment contacts with sources of supply, particularly for professional, scientific, 
and technical positions. The plan through which this policy is carried out has 
been broadened and expanded during the past year. Under the revised program, 
a Department official in each State and Territory is designated as USDA re- 
cruitment representative to maintain contact with sources of recruitment and 
particularly with students, faculty members, placement officers, and adminis- 
trative officials in colleges and universities in his State. Recruitment repre- 
sentatives are selected on the basis of their position, interest, and location, and 
are felt to be well qualified to represent the Department. 

Recruitment representatives are furnished with all available information 
regarding reeruitment needs of the Department, examinations open or to be 
announced, and qualification standards for the various types of positions. In 
addition to recruitment material regarding broad employment opportunities in 
the Department, they are furnished with specific information on a current basis 
regarding job openings. A particular effort is made to keep them informed of 
information regarding employment opportunities of interest to senior and 
graduate college students. This revised procedure is expected to increase the 
effectiveness of the Department’s relations with recruitment sources and par- 
Ucularly the land-grant colleges and other universities from which professional 
and scientific personnel are recruited. 
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8. Budgetary and financial administration and service 


General policy formulation and direction, review, inspection, and coordinatio 
of the budget, fiscal, and supply management functions of the Department ¢ 
Agriculture are the responsibility of the Office of Budget and Finance, Serving 
as a staff agency of the Secretary. The Office provides leadership and coordina. 
tion of these activities through the development and installation of improve 
policies, methods, procedures, and systems with a view to strengthening tip 
management and operation of the Department’s programs and activities. 

The activities of the Office must at all times facilitate the attainment of th 
program objectives envisioned by the Congress with the maximum efficiency anj 
economy. The prompt recognition and adjustment to changing conditions, an 
the effective meeting of new problems is essential to the prevention of waste 
effort. 

A constant awareness of and sensitivity to all aspects of the Department’s wor 
is necessary so that the application of practices and procedures make appropri. 
ate allowances for inherent differences in programs. More specifically, the 
Office is responsible for: 

Policies and procedures.—Major emphasis is placed by the office on the neces. 
sity for continuous effort to improve the procedures and methods pertaining t 
the functions within its area of responsibility. This includes the formulati 
and promulgation of overall departmental policies and procedures relating t 
these activities, the refinement of existing policies and procedures, the develop 
ment of new methods and techniques to meet particular department program 
needs, and the fostering of administrative and program management improve 
ments through staff liaison and cooperation with agencies of the Department and 
with other governmental agencies concerned. 

Budget formulation and presentation, and management of funds, involving the 
supervision and coordination of— 

(a) The formulation, preparation, and presentation of budget estimate 
and supporting justifications, including the review, analysis, and evaluation 
of agency estimates, the preparation of budgetary and statistical statements, 
etc., relating thereto, and the presentation of the estimates to the Budget 
Bureau and Appropriations Committees of Congress. 

(vb) The allotment and apportionment of funds and preparation and review 
of current obligation reports thereon, in order to provide for the orderly 
management of the expenditure of funds, consistent with the purposes for 
which they were made available. 

Accounting and auditing functions, involving the revision and modernizing 
of agency accounting systems, improving financial reporting techniques, strength- 
ening internal audits and controls, and developing simplified fiscal operating 
procedures, These functions are carried out through review and analysis of 
agency accounting systems, reporting, and auditing requirements with a view to— 

(a) Developing accounting systems in conformity with sound principle 
and standards to meet management needs; 

(b) Coordinating agency procedures and methods to meet program mat: 
agement needs, as well as the requirements of the Treasury, General Account: 
ing Office, and all other agencies; 

(c) Perfecting the systematic flow of accounting data to facilitate im 
proved internal and external financial reports; 

(d) Furnishing technical assistance to agencies in developing improvel 
appropriation, cost, and revolving-fund accounting systems and methods 
adapted to their particular needs; 

(e) Developing and issuing overall departmental regulations and policies 
on accounting and auditing operations; 

(f) Supervising and coordinating the development in the agencies of poli: 
cies, methods, standards, and scope of internal audit programs. 

In addition to the above accounting and auditing functions having department: 
wide application, the office performs the payrolling, voucher examination, and 
administrative fund accounting for the office of the Secretary, including the 
staff offices and the working-capital fund. 

Budgetary and financial reporting: This includes the formulation and mail: 
tenance of a comprehensive and integrated system of financial and budgetar! 
reporting within the Department; the review and analysis of agency reports t 
determine completeness, timeliness, etc.; the preparation of regular consolidated 
and special financial and statistical statements covering all fiscal operations of 
the Department, including capital, appropriated, and other funds; the develop 
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ment of standards for effective and useful financial and budgetary reports; and 
advice to the agencies to facilitate use of financial, budgetary, and related oper- 
ating statements. 

Procurement and supply management activities relate to the standardization, 
acquisition, storage, distribution, effective utilization, replacement, and disposi- 
tion of administrative and operating supplies and equipment; motor-vehicle 
management ; and to the formulation and promulgation of policies, regulations, 
and procedures in connection therewith, including the administration of delega- 
tions of procurement and sales authorities and the analysis and review of agency 
operations. 

Program review, consisting of analyses and evaluations of the budgetary, 
financial, and legislative aspects of program proposals and program operations. 

Legislative reporting, including coordination of the preparation, review, and 
clearance of legislative proposals and reports, and the furnishing of legislative 
information relating to agriculture to departmental and agency officials. 

Fiscal management, involving a wide range of budgetary, fiscal, and adminis- 
trative problems, including the development of improved and simplified operat- 
ing methods, procedures, administrative regulations and requirements, and 
operating instructions and controls; management improvements; measures of 
economy and efficiency; and the management of administrative and program 
forms. This function is carried on in close cooperation with other staff offices 
and governmental agencies. 

Liaison: The Office serves as the central point of contact for the Department 
on budgetary, fiscal, procurement, legislative, and related matters with the Bu- 
reau of the Budget, General Accounting Office, Treasury Department, General 
Services Administration, and others. It also provides liaison with congressional 
Committees on Appropriations. 

Examples of recent activities. Following are examples of work accomplished 
during the last fiscal year which is indicative of problems on which work is now 
being done, and with whjch the Office must deal constantly : 

(a) Budgetary administration: 

(1) Revision of appropriation and activity structure for 1955 budget: 
In connection with the reorganization of the Department a thorough review 
of the appropriation and account structure of the Department enabled (a) a 
reduction in the number of appropriation accounts from 54 to 39; (b) simpli- 
fied preparation and presentation of the budget; and (c) assignment of 
budgetary procedural responsibility for several accounts to specific agencies 
consistent with the lines of program responsibility and authority assigned 
those agencies. 

(2) Review of annual budget process: In cooperation with committees of 
agency budget officers, suggestions for improvement and simplification of 
the budget process were reviewed and evaluated. As a result, certain 
changes in the Department’s procedures are being made and comprehensive 
recommendations for simplifying the preparation and presentation of the 
annual budget were furnished to the Budget Bureau. 

(b) In budgetary and financial reporting a significant new development was 
the analysis of the realized cost of agricultural programs over the 22-year period 
from 1932 through 1953. Realized cost, representing the net cost actually 
incurred to date, was adopted as the basis for this study since it represents the 
best common denominator applicable to all programs regardless of how financed. 
Several statements showing these realized costs were prepared and made avail- 
able to Members of Congress and organizations and individuals interested in 
agriculture. 

(c) Accounting systems development work has progressed on an individual 
agency basis. In each case consideration is given to the size, type of organization, 
extent of field activities, and programs of the agency, with a view of providing 
nore meaningful, timely, and reliable financial data for management use and 
reporting purposes. This work is performed in cooperation with the General 
Accounting Office accounting systems staff and representatives of the applicable 
agency. During the year work on the modernization of general ledger accounts. 
Simplification of subsidiary records, preparation of operating manuals, and 
related procedures were in progress in nine agencies of the Department. 

Complete revision of the accounting systems of each agency is a big task and 
= take considerable time to complete. Examples of accomplishments during 

le year are: 
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(1) A continued survey of the accounting system and procedures of the 
Forest Service led to the development of proposals for simplifying the ar 
counting for deposits which are available for reforestation, improving Con. 
trol over potential receipts through use of prenumbered documents, improved 
control over receivables through accounts in the general ledger in Connection 
with sales of forest products and uses of forest lands for grazing and Other 
purposes, and providing information through accounts on the amount 
receipts that are earned and disposition of unearned amounts. 

(2) A revised accounting system for the Federal Extension Service wa 
installed at the beginning of the fiscal year. A manual was prepared whic 
set forth the basic principles and standards incorporated in the syste, 
The system features a simplified method of control on obligations thereby 
eliminating the use of allotment ledgers, and provision has been made for 
accounting controls on collections and personal property. This system wa 
approved by the Comptroller General on October 25, 1954. 

(8) A survey of accounting and fiscal activities was made in the Office 
of the Solicitor and a revised accounting system was developed and installed 
The principal changes effected by the new system include (@) control of funds 
through 1 allotment instead of 70; (b) separation of allotment control from 
objective class recording; (¢) a more equitable basis for distributing 
indirect expenses to budget activities; (d) revision and simplification of 
the general ledger; (c) use of a simplified expenditure distribution ledger: 
(f) improved reporting procedures; and (g) strengthened internal control, 
The accounting system was approved by the Comptroller General on August 
30, 1954. 

(d@) Considerable progress was made in bringing more activities of the De 
partment within the purview of internal audit and in improving the effectiveness 
to management of such audits within the Department. <A statement setting 
forth the Department’s concept relative to the nature, authority, objectives, and 
activities of internal audit was prepared and released for agency guidance. In 
addition this Office continues to collaborate with agencies’ audit staffs in develop- 
ment of audit programs, the determination of scope and coverage of audits, and 
in the application of techniques, and procedures. 

(ec) Procurement and property management: Supply management: A new 
chapter on stores management was added to the administrative regulations to 
provide policies and procedures for establishing and maintaining inventories of 
personal property. Studies were made, and are being continued, of major ware. 
housing facilities and cupboard stock operations to assist the agencies in the 
establishment and maintenance of appropriate inventory levels including methods 
of control. 

The Office participated in several agency conferences on training in supply 
operations. Studies were started on supply distribution channels in those areas 
having major concentrations of Department agency offices in order to establish 
standard distribution patterns where feasible. Complete analyses of procure 
ment and supply functions were made in three agencies to assist them in the 
development of improved policies and procedures and other similar analyses are 
in progress. Inspections of supply operations were made at 37 representative 
agency field locations to determine standards of economy and efficiency and the 
adequacy of management techniques and principles. 

Procurement management: This pamphlet on small-purchase procedures was 
revised and issued as a training aid to enable better understanding of the simpli: 
fied procedures as well as to stimulate interest of all those concerned in examil- 
ing and improving existing procurement practices. 

As a further means of providing sound purchasing procedures, the admiuiistr 
tive regulations on open-market purchases were completely revised. The Office 
also carried on studies in the broad field of purchase standards to assure proper 
eontrol and uniformity in purchasing certain common-use items for identical o 
similar use. 

In connection with the Federal specifications and standards program, the De 
artment accepted assignment from GSA of 33 independent specifications and. 
on a continuing assignment basis, 5 broad categories of Federal specifications 0! 
food. In addition, 381 proposed, or revisions of existing, Federal specifications, 
and 20 proposed Federal standards, were reviewed and recommendations made 
thereon to GSA. 

Property utilization and management: Emphasis was placed on maximum 
utilization of equipment and other personal property through (1) the develop: 
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Of the and issuance of standards of use, and policies and methods for maintenance, 


] 
he ag. Sane and reconditioning of certain categories of property, (2) a continuing 
iS COn- program of fostering agency use of available excess, and (3) assistance to agen- 
PrOvEd cies in acquiring needed property from that declared excess by other Iederal 
eCtion agencies. In collaboration with the General Services Administration and the 
Other Bureau of the Budget, improved policies and procedures were developed in the 
Int of area of motor vehicle management, especially as they relate to (1) reporting 


procedures, (2) replacement standards, (3) operating efficiency, and (4) utiliza- 
tion. Management controls were improved through a complete revision and issu- 


eC Was 
ance of Department regulations and procedures relating to personal property 


Whig 


‘stem accountability. 
ete j. General operations 
1 was In the fiscal year 1954 the Office of Piant and Operations gave increased em 
phasis to providing departmentwide leadership, coordination, and guidance in the 
Office fields of real estate and records management services. 
illed Real property management services.—The space problems of the Department 
‘unds of Agriculture occasioned by the reorganization of the Department occupied the 
from principal attention of this Office in both Washington, D. C., and the field. 
Iting The suspension of the program for the consolidation of State and county 
n of offices continued, pending further study of the values of that program. Con- 
ey: siderable activity in this field was inevitable, however, due to the departmental 
tro! reoganization and changes in size of both State and county offices of all the 
gust principal agencies affected by this program. Growth of the agricultural con- 
servation and stabilization county offices was responsible a the deconsolida- 
De. tion of a number of county ofiices during the course of the yea In the case of 
Ness consolidated State offices it was possible in all instances to sane necessary ad- 
ting justments without breaking up the consolidation. 
and In the course of the involved planning for the rearrangement of offices in 
In Washington, D. C., necessitated by the reorganization of the Department referred 
lop. to above, it was possible to make arrangements to absorb into the Department 
and buildings all offices formerly housed in leased quarters. This accomplished a 
longtime goal of the space-management program of this office. 
‘ow The greater delegation of operating authority by the General Services Ad- 
to ministration to its regional offices has resulted in increased liaison responsibility 
of of this Office. The need for such contact was considerably increased during the 
re. last year by limitations imposed on General Services Administration funds for 
he rental and the consequent request for agencies of the Department to move to 
vds premises held by General Services Administration under long-term leases. 
Another extremely important activity of this Office was collaborating with the 
ly General Services Administration in developing a governmentwide program for 
as bringing up to date and maintaining current the inventory of real property. 
sh This was coordinated with the program sponsored by the Bureau of the Budget 


and the General Services Administration for the immediate disposal of real 
property not needed for day-to-day operations of the Government. 

A principal accomplishment of the Office in 1954 was the complete revision and 
reorganization of the Department regulations relating to the management of 
real property. 

Engineers of the Office acted in a consultant capacity with representatives 
of the Department agencies and the General Services Administration in the 
extensive alterations required for the establishment of several major field offices. 

In line with the long-term program for improving the space in which the 
Department is housed, continued close contact with General Services Adminis- 
tration was mainte 1ined and through mutual effort certain major repairs and 
alterations were made in the Agriculture buildings in Washington. 

Engineers of this Office continued to serve as re epresentatives on the Federal 
Fire Council and worked with the Building Research Advisory Board and the 
American Standards Association. The Office also continued to work closely with 
the General Services Administration and the USDA Safety Council in matters 
pertaining to employee safety. 

Sixteen reports of excess real property were made to General Services Admin- 
istration in the past year and 165 cases of excess property were disposed of under 
delegated authority. The Office also prepared and submitted a report of the 
preliminary study and space estimates for the Department for the proposed 
post office and Federal buildings in seven cities. 
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The Department of Agriculture occupied 1,459,497 square feet of space jn 4 
District of Columbia and 14,234,927 square feet of space in the field as of June y 
1954. 

Records management services.—This Office has staff responsibility for adnip 
istering the records management program for the Department as contemplated 
the Federal Records Act of 1950 (64 Stat. 583). This responsibility takes jy, 
consideration the three major phases of records management, namely, the py 
viding of effective controls over the creation, maintenance and use, and 4) 
disposition of all records in the Department. The Office also coordinates 4, 
records management activities of the agencies of the Department through (j, 
collaboration with them in the development and application of standards, py, 
cedures, and techniques designed to carry out these phases, and (2) assistang 
to insure full compliance with the provisions of the Federal Records Act ¢ 
1950 and any regulations issued under this act. ; 

Assistance was given to eight agencies in compiling records-control schedulx 
for all major groups of records in their custody. Substantially all records 
the Department are now covered by these schedules, and under the mandatory 
provisions thereof such records will at certain specified periods be disposed ¢ 
by the agency concerned or forwarded to a Federal records center where afte quish 
further retention will be disposed of in accordance with the schedules or ther. i. Re 
after sent to the National Archives when it is determined by the Archivist tha”. 
they have sufficient historical or other value to warrant their continued prese:. rh 
vation by the United States Government. The completion date for contri Mie ® 
schedules covered by this project was June 30, 1954. of ne 

In February 1954 this Office completed its revision of Office of Plant ani Me! | 
Operations Publication No. 9 (revised), How To File Correspondence Records, fae? **"' 
This publication which is designed primarily to serve as a guide for recor In 
officers, clerks, secretaries and others who must file and find records in small or AUC! 
medium-sized offices or organizations is already proving to be a useful records pe "| 
management tool. Through its use an organization can better determin ge @*" 
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whether the maximum efficiency of its filing system has been attained. cedu 

The Office is assisting several of the agencies in installing the subject-numerie Was 
system. The installation of this filing system, agencywide, should constitute g A 
substantial contribution to the maintenance and use of its records in an efficient fe 2" 
and economical manner. the 


The reorganization of the Department activities has resulted in a stronger 
and more active records management program which requires continued leader. 
ship of the highest caliber. Close working relations with the agencies in §— 
Washington and the field is maintained to give them the maximum assistane Agric 








in carrying out their respective responsibilities under the records management on 
program. ‘ Coa Peris 
The following constitutes the highlights of the annual statistical summary J suga 
of records holdings as of June 30, 1954; on 
Washington, | Field 

Cubic feet Cubic feet 

Volume of records on hand at the beginning of the fiscal year.........._..._- 171, 845 745, 979 ack 
Volume of records disposed of during the fiscal year__.._....._.._......-_.-. 12, 578 90, 304 an 
Volume of records transferred to other agencies during the fiscal year. _____- 11, 928 22, 92 wil 
Volume of records on hand at the end of fiscal year. -_.............--...-..-- 161, 857 | 727, 10h ‘at 


up 
Technical services.—This office was consulted by and offered advisory services = 
to Department agencies on procurement problems in which the application of ste 
engineering principles were involved. This service is devoted principally t 9 
the selection, specification, operation, and maintenance of mechanized equip Se 
ment in various categories such as automotive, construction, farm, laboratory, & ad 
and research, together with appliances and apparatus supplemental theret0. 
The personnel of the office participated in various departmental and _ inter: 
departmental conferences and committees engaged in the development of Federal 
specifications, motor vehicle and shop management, commercial standards sil 
plified practice recommendations, and safety. 
Administrative services.—Services were rendered to the overall Office of the 


Secretary, including budget, personnel, property, space, and records management 
services. 
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service operations.—This office is responsible for the furnishing of repro- 
Auction and mailing services and for the central storing and issuing of supplies 
nd printed forms to all agencies of the Department in Washington as well as 
ror the operation of the central departmental telephone switchboard, the tele- 
raph office, motor transport service, and the Department’s post office. 

Scrutiny of the operations of the office continued during the year with the 
bjiect of improving service while reducing operating costs. It has been recog- 
ized for a number of years that the space and arrangement of working facili- 
ies in the Department post office have been inadequate for the effective 
processing Of the Department’s official mail. Accordingly, plans were developed 
o better utilize the restricted space by redesign and rearrangement of working 
racilities. This will undoubtedly permit better utilization and provide means 
for a more efficient and expeditious processing of the Department’s official mail 

jatter. 

In order to make room for other agencies heretofore lodged in rented quarters, 
further space economies were made in the Central Supply Section. By rearrange- 
ment, disposal, and consolidation of supplies and forms, approximately 3,150 
square feet of floor space in the subbasement of the South Building were relin- 
quished for reassignment. 

5. Regulatory hearings and decisions 

The Office of Hearing Examiners holds hearings when called on to do so by 
the administrative agencies of the Department in connection with the prescribing 
of new regulations and orders and hearings on disciplinary complaints filed by 
the Department against individuals and on petitions filed by private parties 
asking relief from some action of the Department or its agencies. 

In general, the examiners make reports, recommend decisions, and perform 
such related duties as may be required by the Administrative Procedure Act and 
the statutory provisions, regulations, and rules of practice applicable to various 
matters under their jurisdiction. In accordance with the Administrative Pro- 
cedure Act, administrative hearings are, with few exceptions, held outside of 
Washington, D. C. 

A comparison of the number of hearings held by hearing examiners under the 
various acts during the fiscal year ending on June 30 of each year is shown in 


the following table: 


Laws involved | 1952 | 1953 | 1954 





Agricultural Marketing Agreement Act 

Commodity Exchange Act 

yey ee eee 
Perishable Agricultural Commodities Act 

Sugar Act... 





The hearing clerk unit has the responsibility for receiving, filing, and 
acknowledging the receipt of complaints, petitions, answers, briefs, arguments, 
and other documents filed with the Department of Agriculture in connection 
With quasi-judicial and administrative proceedings under various regulatory 
laws administered by the Department. They issue notices of hearings, serve 
upon parties concerned any documents required in connection with such pro- 
ceedings, arrange for suitable places for hearings to be held and for appropriate 
stenographie reporting, and maintain a docket record of all documents and 
proceedings. A publication, Agriculture Decisions, containing decisions of the 
Secretary of Agriculture in connection with all quasi-judicial functions and 
administrative hearings of the Department is issued monthly. 
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Statement of obligations under allotments and other funds tl 
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(Includes only those amounts which, by November 30, 1954, were actually » 
ceived or programed for 1955 or 1956. Since work for other agencies js pe, 
formed on a service basis, at the request of those agencies and for their benefit 
it is not practicable to estimate in advance the amounts to be received j 
most cases) : 
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i Estimated | Estimate FO 
Item Onmaatene obligations | obligation » i 
e 955 1956 pppr 
eer al Inc 
Allocations and working funds (advances from other agencies): are t 
Rural Electrification Administration—For expenses re- ’ 
lating to investigations of rural electrification coopera- eT SE 
Ena + cane oe nenees a Rae eae ome ae mam teteeia $17, 209 $18, 950 |......... old . | 
Foreign Operations Administration—To cover adminis- iT au 
trative expenses incident to the Mutual Security Act is ne 
I idea daa eit anced tiac iat Ta ie ieee aie 14, 997 10, 700 |._..... a ; 
eres enema tior 
Total, allocations and working funds___.............-- 32, 206 29, 650 
Obligations under reimbursements from governmental and 
other sources: Salaries and expemses_...............-.----.-- 72, 851 81, 481 $81, 481 
Total, obligations under allotments and other funds_...- 105, 057 | 111, 131 TT 
TTT ee! FET) JO UNIS SU AEE Se tL), 2 ea eee 1) 8 ee As i O} 
f B 
Mr. Wuirten. Mr. Roberts, we are glad to have you before the com- Hp th 
mittee and will be glad to have your general statement. T 


Mr. Roserts. Thank you, Mr. Chairman and members of the com- Hep 
mittee. 





tena 

GENERAL STATEMENT agel 

We appreciate this opportunity of discussing with you the estimates ae 
for 1956 for the Office of the Secretary, including the activities of of ‘ 
personnel administration, budget and finance, general operations, reg + , 
ulatory hearings and decision, and the National Agricultural Ad Bj). 
visory Commission. The total estimate in the budget for 1956 of &.,,,. 
$2,256,880 is an increase of $56,600 over the amount provided for pro 


fiscal year 1955. 

The proposed increase is for strengthening departmental inspection & ..,., 
and investigation programs. A few months ago we made a complete tn 
review and evaluation of our inspection facilities. The review in- 
cluded all inspection, audit, and investigation activities conducted in 
the agencies, as well as the assignment of staff responsibilities in &%,,, 
connection with these activities. Inadequacies were found that should oF 
be corrected. 


tio 
ser 


The efficient conduct of the Department’s activities requires exten- a 
sive decentralization of program functions and responsibilities. This, J j,; 
in turn, has made it necessary to delegate responsibilities to many & ,, 
field offices and individuals. The inspection staffs of the individul &,;, 
agencies must provide management with confident assurance that  .., 


within their respective spheres of responsibility there is no mishan- 
dling of funds, wasted effort, or irregularities of any kind, and that & ,,, 
their overall policies, plans, and procedures are being carried out 11 I 7 
the most effective and business-like manner. At the same time, it 18 





essential that the Secretary and members of his staff have assurance : 
that agencies are accomplishing their assigned functions efficiently & ,, 
and effectively. : if 

At present we have in the Office of Budget and Finance two inter & ¢, 


nal auditors who are directly responsible for providing leadership 
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n the development and installation of internal audit activities in the 
vencies. This limited staff has devoted its attention primarily to 
he development of policies, standards, and procedures for internal 
nudit, but very little has been done in the way of inspection of audit 
nctivities in the agencies. Moreover, the staff has not been able to 
eview adequately audit reports for departmental consideration, or 
o follow through on important audit disclosures to determine that 
»ppropriate corrective measures have been taken. 

Included in the Division of Investigations of the Office of Personnel 
re three investigators who have the responsibility of performing 
yersonnel investigations of misconduct, acts of impropriety, neglect 
f duty, or other alleged wrongdoing on the part of employees. There 
is need to increase this staff, and to provide for an appropriate evalu- 
tion of investigation results. 


PROPOSED USE OF INCREASES REQUESTED 


Of the total increase requested, $16,800 would be used in the Office 
if Budget and Finance, $20,000 in the Office of Personnel, and $19,800 
in the Immediate Office of the Secretary. 

The increase in the Office of Budget and Finance would enable the 
Department to do a better job of assuring the development and main- 
tenance of more effective internal audit and program inspections of 
agency operations. Special attention would be given to determining 
that agency inspection programs are adequate as to scope and cover- 
age, placing greater emphasis on the operational and program aspects 
of inspections, developing systems of effective and prompt reporting 
of all inspection findings, including reports of significant matters to 
the Secretary and his staff, and insuring prompt correction of all 
unsatisfactory conditions disclosed by agency internal audit and 
program appraisal staffs. 

The increase in the Office of Personnel would make possible ade- 
quate current investigations of complaints of employee misconduct. 
In addition, we believe tht benefits will be gained through centraliza- 
tion of this type of investigative work. We are, therefore, considering 
seriously the desirability of transferring to the Office of Personnel 
approximately 10 investigators now employed in various agencies 
of the Department on similar work. If this transfer is made the 
Office of Personnel would be responsible for conducting all investi- 
gations throughout the Department involving misconduct or wrong- 
doing on the part of employees. ‘This centralization, we believe, 
would make possible more efficient and economical use of investiga- 
tive time, assure proper priorities of action, and result in the appli- 
‘ation of more uniform standards of investigation and evaluation. 

We would then have in one central staff a group of people who 
would do all of the investigative work on employee misconduct cases. 
That would provide, I am sure, a more effective utilization of staff 
than we now have because, with only 1 exception, we have 1 or 2 
people in each of these agencies under the supervision of people who 
are not trained in investigatory work. We feel pretty certain that 
if these investigators were under the supervision of someone who is 
fully competent in that field we would get better results. 
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The proposed increase in the immediate Office of the Secreta 
would provide for one man and stenographic and clerical help neces 
sary for overall leadership and general review of the inspection and 
investigation activities of the Department, to review informatio 
developed by inspection groups requiring the attention of the Secy 
tary and his immediate staff, and to assure appropriate followup 
special cases or special circumstances called to the attention of tly 
Secretary’s Office either from outside sources or through audit 
investigation reports. 


PROPOSED TRANSFER FROM OFFICE OF THE SOLICITOR 


The budget also proposes a transfer in the estimates of $36,000 fron 
the appropriation for the Office of the Solicitor. This action results 
from the transfer on January 3, 1955, of certain functions of a nonleg| 
character from the Solicitor’s Office to the Office of the Secretary wherfm 0 
related functions are performed by the judicial officer and the hearing ms th 
examiners. The transferred functions consist of clerical and admin. §Mge”¢ 
istrative duties in connection with proceedings under various regu fm! 
latory laws administered by the Department, and the editing of the | 
monthly publication, Agriculture Decisions, which contains decisions i '° 
of the Secretary on such proceedings. redu 

I should like to discuss briefly the work carried on under other fpe!™ 
activities in this appropriation including a few of the more significant fDU4: 


accomplishments during the past year. repr 
nine 

PERSONNEL ADMINISTRATION AND SERVICE Ext 

oxt 


Personnel administration and service is the responsibility of the {typi 
Office of Personnel, and includes general direction, coordination, and 
administration of the Department’s personnel management program. 

—_ following are cepient of the specific activities carried out in the 1 
office : 

One, during the past year the office continued active leadership in f° | 
training in administrative management. This program continued to jm "< 
be aimed at employees responsible for improvement of administri- fm ‘he 
tion—354 department employees from 19 agencies participated in °° 
training institutes and workshops, and the principles and guides de- 
veloped there are being applied in their regular work in the agencies. HR '° | 

Two, a study to evaluate selection methods used in the recruitment I 
of professional and scientific personnel at the entrance level has gained I 24) 
widespread interest. ‘Twenty-six colleges participated in this proj: wh 
ect, and a total of over 1,400 students were tested. The study was ini >!’ 
tiated by the Department in cooperation of the Civil Service Commis & ™ 
sion and the land-grant colleges. Preliminary analyses of the dats 
so far indicate that valuable information on selection methods will § *” 
become available to both the Department and the Civil Service Con- J ! 
mission, and that colleges and universities will be furnished with J °" 
helpful information on which to base future curriculum planning and 
counseling programs, = 

That is a very important development. As you know, in many of he 
our scientific fields, the Department of Agriculture recruits and ap 88 
penn its personnel under delegated authority from the Civil Servic & “4 

ommission. We set up our own examining boards, do our owl 
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cruitment and make our own appointments in accordance with 
tandards which they prescribe. Colleges, particularly the land-grant 
olleges, are our most important source of recruitment for the young 
olks who are graduating in agricultural engineering, agricultural 
economics, soils, animal husbandry, animal disease, and so on. 

Mr. Horan. I am happy to see this because I have felt that ever 
ince the beginning of our organized work in soil conservation, to 
1y knowledge, we are just now getting around to the place where we 
ave actual curriculum studies for the teaching of a course in soil 
onservation. I just want to make that comment because I felt the lack 
fit and it has appeared in the hearings. I think that is a very good 


move. 
BUDGETARY AND FINANCIAL ADMINISTRATION AND SERVICE 


Mr. Roserts. “Budgetary and financial administration and service” 
is the responsibility of the Office of Budget and Finance. It includes 
weneral policy formulation and direction, review, inspection, and coor- 
dination of the budget, fiscal and supply management functions of 
he Department. The reorganization of the Department necessitated 
a review in 1954 of the appropriation structure which resulted in a 
eduction in the number of appropriation accounts from 54 to 39, and 
permitted a more simplified preparation and presentation of the 
budget. Accounting systems davslopennnt work, in cooperation with 


representatives of the General Accounting Office, was carried on in 
nine agencies of the Department during the fiscal year, and revised 
accounting systems were developed and installed for the Federal 


Extension Service and the Office of the Solicitor. Those are just 
typical examples of the kind of work that that office is doing. 


GENERAL OPERATIONS 


The “General operations” activity is the responsibility of the Office 
of Plant and Operations. This office has general direction of housing 
the activities of the Department and for records management both in 
the field and in Washington. Departmental and field space problems 
occasioned by the reorganization, occupied the principal attention of 
this office in 1954. It was possible in rearranging headquarters offices 
to absorb into department buildings, all offices formerly housed in 
leased quarters in Washington. The saving, in the release of about 
24,000 square feet of space, to the General Services Administration 
who pays for the rental of buildings here in Washington, was about 
$19,775. The office also cooperated with the General Services Ad- 
ministration and the Bureau of the Budget in compiling a real-estate 
ventory for the Department. We are now making a very intensive 
analysis of those properties that are not public domain, to determine 
whether some of them can be disposed of and perhaps be put back 
on the tax rolls. 

Under the records management program, the total volume of records 
on hand for the entire Department, both in Washington and in the 
held, was decreased during the fiscal year from 917,824 cubic feet to 
888,958 cubic feet. This net decrease in the volume of records is 
equivalent to the contents of 4,811 four-drawer letter-size file cabinets. 
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The office is responsible for departmental services, such as the opera. 
tion of the duplicating plant, addressing and mailing services, and the 
telephone, telegraph, motor transport, central supply services, and 
departmental post office. This office also provides administrative 
services to the Oflice of the Secretary. 


REGULATORY HEARINGS AND DECISIONS 


The activity “Regulatory hearings and decisions” includes the work 
of the Office of Hearing Examiners as well as the recently transferred 
functions from the Office of the Solicitor referred to previously. The 
office holds hearings in connection with new regulations and orders 
under various regulatory laws administered by the Department of 
Agriculture. Hearings are also held on disciplinary complaints filed 
by the Department against individuals, or on petitions filed by private 
parties seeking relief from actions of the Department or its agencies, 
There were 127 such hearings held in fiscal year 1954 compared to 76 
in fiscal year 1953. 


NATIONAL AGRICULTURAL ADVISORY COMMISSION 


The last item is the National Agricultural Advisory Commission 
which was established pursuant to Executive Order 10472, approved 
July 20, 1953. 'The Commission reviews national agricultural policies 
and the administration of farm programs, and makes recommenda- 
tions thereon to the Secretary of Agriculture. A minimum amount 
of funds, the same amount as was appropriated for 1955, is requested 
to reimburse members of the Commission for travel and per diem costs. 


AUTOMOBILE FOR USE OF THE SECRETARY OF AGRICULTURE 


Mr. Chairman, I would like to mention one other matter. The Secre- 
tary’s official car, as you know, is provided from this appropriation. 
The car is in a bad state of repair. It has cost us a lot of money this 
past year for repairs and maintenance. We are proposing to sell it 
and rent acar. Wecan rent a car for $500 a year with all maintenance 
charges assumed by the company furnishing the car. We will buy 
the gas and oil, and keep it washed, and so forth. We believe it is an 
excellent arrangement. The present car during the past year has cost 
us about $639 for maintenance costs, that is tires and other mainte- 
nance costs, that we will not have under this new arrangement. An- 
nual depreciation on the present car we estimate conservatively at 
about $1,200. Thus if we can rent a car for $500, we will effect a 
saving of somewhere in the neighborhood of $1,300 or $1,400. 

Mr. Wurrren. That sounds good but I wonder about it as a govern- 
mental policy. While it might save dollars, I am wondering whether 
we should set this as a precedent, without regard to general goverr- 
mental policy. I raise the question because, frankly, I do not know. 
But if we do it what will the various Cabinet officers in other de- 
partments do? The question also arises as to whose car we are rent: 
ing, and whether we advertise the company that provides the car, and 
things of that sort. There are a lot of factors that might need to be 
considered before the Congress committed itself to this kind of a thing, 
even though it might save a few dollars. 
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Mr. Roserts. It is not a new policy, Mr. Chairman. There are a 
number of other executive departments that are doing the same thing 
now; some have been for 2 or 3 years. Somewhat the same arrange- 
ment has been made not only for some Cabinet members’ cars, but 
other cars in some of the other departments and agencies. It is not 
new. Itisdone rather frequently. Our contract specific ally provides 
that there will be no advertising, no mention of any kind in any of 
iheir literature, that the car is “being rented to the Department of 
Agriculture. I believe we have protected ourselves on that point. 

That is all I have by way of a general statement. I will be glad to 
answer any questions you may have. 


AVERAGE GRADES AND SALARIES, 1954, 1955, AND 1956 


Mr. Wurrren. Mr. Roberts, I asked you earlier with regard to some 
tables on administrative costs. Also I want the average grade and 
salary in the Secretary’s Office for the last number of years. What is 
that picture? Has it been changing, if any ? 

Mr, Roperts. Mr. Wheeler has ‘the general statement you have 
requested, but as I gather now, Mr. Chairm: an, you are asking for 
average salary figures i in the Office of the Secretary. 

Mr. Wueeter. I have a statement of average salaries and average 
grades for the fiscal years 1954, 1955, and 1956. In the case of the 
Office of the Secretar y, the average salaries are $5,801 for 1954, $5,865 
for 1955, and $5,913 for 1956. The average grades for those years are 
§.2, 8.2, and 8.3, ‘respectively. 

Mr. Wuirren. Does that include transfer of this nonsecretarial 
work ¢ 

Mr. Roserts. Yes; on a comparable basis, so that would not affect 
it, but the increase in 1956 is primarily due to the proposed increase 
in the budget where there is one grade-16 proposed. That would 
increase not only the average salary ; but the av erage grade. 

Mr. Wureter. As you can see, the average grade remains constant, 
except for the fact Mr. Roberts mentioned, while aver: age salary in- 
creases slightly as would be expected as a result of within- grade salary 
advancements. 


TRAVEL OF THE SECRETARY 


Mr. Wurrren. I voted against the increase in the number of assist- 
ant secretaries under Secretary Brannan. I voted against it under 
the new administration on the basis that you did not help the farmer 
when you put more people between him and the Secretary of Agri- 
culture. Iam still convinced that I was sound. It becomes increas- 
ingly difficult to get beyond an Assistant Secretary or the Under Secre- 
tary and to see the Seer etary. 

Also, I would like to know how many days and how many trips for 
the last 5 years that the Secretary of Agriculture has been away from 
Washington engaged in speaking and other things. Is that informa- 
tion available? 

Mr. Roperrs. We will have to provide that for the record, Mr. Chair- 
man; we do not have it now. 

(The information requested follows :) 
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The following statement reflects the official reimbursed travel of the Seer. 








: the 
tary of Agriculture for the United States Department of Agriculture for the he aia 
periods indicated. This statement reflects the number of trips involved in th [ee . _ 
travel, and the number of workdays excluding legal holidays involved in gy) mt!e Con 
trips. pillion 

; =. 2 The Se 
Statement of Secretary’s official reimbursed travel for the U. S. Department 9 hori 
Agriculture ‘Be auth 
———————> CO ment O 
Number of Under : 
Number of workdays ex. not a SI 
; trips cluding legs) ; 
holidays tary 0 
world 


Secretary C. F. Brannan: a state’ 
July 1, 1950 to June 30, 1951____- pee IgRAS COLES A Bee 16 a lt 


19% ; 
July 1, 1951 to June 30, 1952...........-...........-....-2ss2sseeeeee 26 wh ME of the 
July 1, 1962 to Jan. 20, 1063................ céteincaicateuintionsouiaaalemecke 14 1 “Ji 
Secretary E. T. Benson: in Jan 
a, ey SO NE I 62g Scene econ cece duchasenentdeces 12 19 Now 
OED By DE NONE, ob 2 ican gang pmcepuccesthiadéspeknpace 32 8 a 
FONE Dy SO EIR, i Ps bien rpnencncndeccentncedé intnieekdanisiel 24 3 MB of the 
= mene TE ALC! 
; tary t 
REORGANIZATION OF SECRETARY'S OFFICE these j 


Mr. Roserts. I would like to add that I have been in the Department a 
both before and since the reorganization, and if I can speak without J ‘°° 1 
appearing to be biased—maybe that is difficult because I am occupy- of sa 
ing one of the positions that was created under the reorganization— JB Mi 
I would say that I do feel that the reorganization provides a structure JB ee? 
that makes possible more effective overall departmental guidance than 


and direction than we could have before. Before the reorganization, Mr 
we just did not have sufficient men at the policy level to provide the Oe 
kind of departmental supervision and direction that I am sure the lin ; 
committee members here would like to have if they themselves were wo 
in the Secretary’s position. : a 
Mr. Wuirren. Mr. Roberts, we hold you in the highest regard. We h 
thoroughly agree that you are privileged to have your viewpoint on & * re 


that. We will agree that your experience is very great. However, | “8 
think my record is equally as clear in some respects on some of the “s b 
policies that I have complained about in these hearings. I do think be 
this is a serious question. I hope to have the Secretary back to discus at 
with him, as he assured me he would be, in connection with this sur- ha 
vey on the number of cotton farmers that are left without homes in M 
the South. I find that he is out of the country. Liat 

Mr. Roserts. Mr. Chairman, I had assumed that you had already & i; 
had a discussion on that with Mr. McConnell and others. If it hs J ,.,, 
not been adequately taken care of gen 

Mr. Wurrren. At the time of the hearing I spoke to Mr. Benson the 
about coming back when that report was available; he told me that he Pr 
would be glad to come down. 


Mr. Roserts. I am sure he will. He will be back about Wednesday por 





wh 
of next week. And I am sure he would be very happy to come up me 
here and discuss it further if there is need for it. inc 
he 

DEPARTMENT RELEASES 


ha 
1 


Mr. WurrTen. It goes into another question, and I want to say again pe 
that my questions apply to preceding secretaries as well. We get into 
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Sect. ithe other question of the Information Service or the distribution of 
in the cneeches and releases by the Department. This record shows that 
1 al cm Commodity Credit Corporation has full authority to sell the $4 





billion of commodities which it owns in world trade competitively. 
The Secretary’s statement shows that he recognizes that he has that 
authority. Yet, I have checked more than 600 releases of the Depart- 
ment of Agriculture, including his speeches, and speeches of the 
Under Secretary and the Assistant Secretaries of Agriculture, and in 
not a single one of them are the American people told that the Secre- 
tary of Agriculture has the authority to sell these commodities in 
world trade on a competitive basis. And not one of them contains 
a statement giving the reasons as to why he did not use the authority 













19 e,° 2 . . ° 
wk ME of the law to sell those commodities. Until these committee hearings 
‘\ @@ i January, there was no information on that. f 

ne Now, whether it is intentional or not, it means that only one side 





of the picture is being given to the American people. How is this 
matter of releases handled? Is that strictly a matter for the Secre- 
tary to determine? Is there any way to be assured that both sides of 
these issues will be made available to the American people ? 

Mr. Roserts. Mr. Chairman, I was here when this same discussion 
took place earlier with the Secretary. I am sure that if only one side 
of the story was told—and you feel that the other side was not— 
it was not with any malice or intention to deceive or mislead the 
public. I think if what you say is true, it is a happenstance rather 
than intention. 

Mr. Wurtten. I am willing to concede that. I do not want to im- 
pute any ulterior motives to anyone. 

Mr. Roperrs. Regarding the Secretary’s statements, he usually out- 
lines to the information people the general subject matter that he 
would like to discuss. The material is then developed for him, and 
he usually goes over it in draft and makes last-minute editorial 
changes before it is put into final form. Usually, he attempts to 
select subject-matter which he feels is of current interest, or of pecu- 
liar interest, to the group before whom he is appearing. If it happens 
to be a dairy group, he obviously tries to select subjects that would 
be of interest to them. Certainly, I am sure that there was no effort 
on the part of the Secretary or members of the staff who work on 
his material to mislead the public in any respect. 

Mr. Wurrren. Last year, I attempted to show that, under the basic 
legislation, the Secretary of Agriculture had the right to increase 
cotton acreage. The act authorizes the Secretary to increase cotton 
acreage in certain circumstances, one of which is during an emer- 
gency. I had his speeches in which he clearly said that, if he had 
the authority, he would take action. I then pointed out that the 
President had declared an existing national emergency and it existed 
as a matter of law. Now, I want to say that, in connection with that 
whole discussion with the Solicitor’s Office and with the Secretary, I 
never heard anybody deny that he had authority under the law to 
Increase cotton acreage. The reply which was given to me was why 
he could not, which went into the mental determinations that he would 
have to do to exercise himself under that law. 

l'o my surprise, the Secretary’s reply to me was sent all over the 
country as an official release of the Department of Agriculture. No- 
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body having heard the other side, it read like the Secretary said }y 


; 7 , ; hat th 
did not have authority to act. The !e‘ter did not so state but ap 


of the I 





parently someone had so carefully worded it that the impressin ff Mr. 
was left that he did not have the authority. The letter actually gai turned 
that the Secretary under all the conditions and under the law hajfipe glad 
concluded that he could not. Apparently he could not bring himself Mr. 
to the mental determinations that were required to act under (hel snythi 
law. But the point I make, that official release by the Department sor pre 
of a personal letter to me, where they had not seen the other side fi gjstrib 
led the American people to believe he did not have authority which{% \r. 
he definitely did have. where 
Now, I do not like that kind of thing and I wonder how it coul Mr. 
be reached in connection with the use of these funds. nish it 
Mr. Roserts. Mr. Chairman, I am aware of the case you are re. Mr. 
ferring to. It happened when I was away so I cannot say precisely JB ittee 
what happened in terms of the release of the letter. But I assume 
that the letter was handled under circumstances much the same js 
other similar cases are handled that involve a letter or something that Nov 
is unusually personal to the Secretary. As I understood it, you had JB. jhe 
discussions with both the Secretary : al 
Mr. Wuirren. The letter was addressed to me. vl . 
Mr. Roserts. The Information Division has no control over Gen 
whether the letter is released or not. That is a determination that had 
is made by the Secretary’s immediate oflice; by the Secretary or his eth 
immediate advisers. by th 
Mr. Wuitrren. This was a personal letter addressed to me, which ah 
left a completely erroneous impression, since it did not contain a _ 
brief that I had prepared in connection with his authority. It left BB .... 


me perfectly helpless so far as reaching the same people, the agricul- 


/ ; ! there 
tural people all over the United States and the press in every area. 


Now, I dare say I cannot correct that. But I do not approve of = 
funds that provide for that kind of thing. saith 
Mr. Roserts. Such letters would not be handled by our Informa- 
tion Division. They would be handled by the immediate office of the 
Secretary. ul 
Mr. Wuirren. This was in your regular release form when it was Pa 
sent all over the country. whi 
Mr. Roserts. Let me correct the impression I may have left. Any Yo 
releases that are made to the press are made through our press sectioi oe 
in the Office of Information. But a letter such as you refer to would BS" 
be released on a determination of the immediate office of the Secretary. oy 
Mr. Wuirren. I could have no complaint at releasing his side of 
it. But this was handled as an official issuance of the Department J ‘°! 
to its various people throughout the country, so I was told. prt 
Mr. Roserts. I would like to look into it, because I doubt that oth 
very much. I was under the impression at the time that there was 4 Pas 
release of your letter to the press. I think that is the way it was 1. 
explained to me. d 
{r. Wurrren. There could be no objection to the release of his reply a 
to the press, but you followed it beyond that and issued it as you do — *° 
when you send circulars to the county agents and other folks through- * 
out the country. This was distributed about over the country. ” 
Mr. Rozerts. I would be glad to look into it, Mr. Chairman, and gr 


furnish a statement of just what did happen, because I was not aware 
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that the Department released anything other than a press release 
of the letter. 

Mr. Wurrren. You just made it a part of the distribution, and 
turned it loose in the distribution system of the Department. I will 
be glad to have your statement on it. 

Mr. Rosertrs. When this letter was released to the oe, or when 
anything else is released to the press, it follows a distribution pattern 
for press releases. Now, that would mean that it would have some 
distribution within the Department. 

Mr. Wurrren. I would like to know how many were prepared and 
where they went. 

Mr. Roserts. I will be glad to provide that for the record ; or to fur- 
nish it to you, either one, Mr. Chairman. 

Mr. Wuirren. We will be glad to have it furnished to the com- 
mittee. 

EXPENSES OF ADVISORY COMMITTEES AND CONSULTANTS 


Now, I would like to have the table Mr. Wheeler has inserted here 
inthe record. I would like to have it inserted here and would like to 
have a brief statement in connection with what it shows, Mr. Wheeler. 

Mr. Wueeter. Fitst, Mr. Whitten, you asked for complete informa- 
tion on advisory committees and consultants when the Department 
had worked with during the fiscal year 1954 and up to the first half 


F of the fiscal year 1955. We have that information for you organized 


by the applicable agencies and indicating the salary, if any, paid, the 
travel expenses, and total expenses for each indiv idual involved. 

You will notice that in the majority of the cases, no travel expenses 
were paid and you also find that in only one or two rare cases was 
there any salary compensation involved. 

As I indicated, this is rather bulky and 

Mr. Wuirren. We will be glad to have that filed with the com- 


mittee. 


COSTS OF OVERHJEAD AND ADMINISTRATIVE SERVICES 


Mr. Wueeter. You also asked us for information, Mr. Whitten, to 
which we have given considerable thought as to how best to meet your 
request. We have had some informal discussions since that time. 
You asked for information in the general area of overhead or admin- 
istrative costs in the various agencies, with comparative figures back 
ior several years. 

Mr. Wuirren. I might say to preface your report, I was not trying 
to needlessly harass you with bringing up information. But there are 
several ways to pay overhead; one is to get appropriations and the 
other is to assess the various agencies and } programs for part of their 
money and then use that to supplement the money at the top level. In 
my experience in Congress I have seen a number of examples of that. 
I do not mean that it is under cever; I do not mean to say that it is 
anything of that sort. But in order to aa an eye on what the proper 
relationship is, is is essential that we keep up with whether things 
appropriated for as top administrative expense covers the item, or 
whether there is an assessment added to administration from the pro- 
gram or operating funds of the Department. 
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Mr. Wueeter. Mr. Chairman, we share your continuing concer 
over the proportion of funds under the various program appropri. 
tions that are used for overhead or administrative services. You may M 
recall back in the early 1940’s when we came to this committee requeg. oa 
ing the elimination of specific subappropriation items, and specifpmmanas 
activities, for general administrative expenses, that we indicated wae ‘?™ 


would make continuing studies and keep continuing statistics of" ", 
the proportion of funds being used for administrative services. Welland wt 
have done that over the years. We have prepared for you for the fiscal fmistrati\ 
years 1950, 1951, 1952, 1953, on the basis of the Department as it wim.‘ 
organized during those years, and by agencies, a statement of the total = he 
salaries paid by each agency for what we call Executive Direction and [ pariso: 
Management Services, the total salaries paid for program operations iMsi*, 
and the ratio of those two figures, together with the average salarig jm"; 
for those employees who are engaged in the overhead activities. op 

We have explained the difficulty of comparing this analysis on i 


before-and-after basis, so we have added for each of the agencies a, ;.’,, 
they are now organized during the fiscal year 1954 and 1955 fiscal MM jecau: 
year the same data, so that with your knowledge of the character of J that 
the reorganization, you can trace similar activities back to 1950. ae 
As indicated in my earlier remarks on this table, I would like to “eal 
emphasize that we feel the most constructive use that can be mak &- 
of these figures and that we have made of them managementwise, is to 
look at the trend year by year within each agency. It would be in- 
practicable to try to draw any valid conclusions by comparing one 
agency with another because of the differences in the organizational 
setup and types of activity. Some agencies are widely decentralized, 
whereas on the other hand, some are small, centralized agencies, and 
the proportion of funds required for overhead or nonprogram pu- 
poses naturally do vary as between those two types of agencies. 1% purca: 
will leave this for the record. 198 


196 


(The information requested follows :) 1% 


7 Agricu 
Unrtep States DEPARTMENT OF AGRICULTURE—SALARY Costs ror Executive 19% 
DIRECTION AND MANAGEMENT SERVICES, AND PROGRAM OPERATIONS, 8Y a 


AGENCIES, Fiscat YEARS 1950-55” 19: 








For a number of years the Office of Budget and Finance has collected and analyzed 19! 
data reflecting salary costs for overall “administrative expenses” and their rela- ‘ 
tionship to salary costs for activities of a program nature. 19 

Approximately 75 to 80 percent of total obligations incurred annually by this Soil C 
Department relate to loans, payments to States, cost-sharing assistance to farmers 
for conservation practices, payments to sugar producers, and similar financial 19 
programs. The remaining 20 to 25 percent of annual obligations represents funds 19 
normally considered operating expenses essential to carrying out agricultural = 
programs such as making and servicing of loans to farmers, agricultural research, 19 
forest protection and management, conservation and development of land r- 19 
sources, control and eradication of insect pests and of plant and animal diseases, : 
marketing, inspection, grading and classing activities, regulatory law enforcement, Com 
meat inspection, and other activities of the Department. For purposes of study i 
and analysis, only personal services costs, constituting about 75 percent of operat- : 
ing expenses, have been considered. Other operating expenses for travel, supplies 2 
communications, equipment, can be anticipated to follow the general distribution Feder 
between program and administrative expenses. ‘ : 

The tabulations which follow represent estimated salary costs in both Wash 1 
ington and in the field for “Executive direction and management services” (0 R I 
administrative expenses) and ‘‘Program operations”. The category of “Executive ™" 
direction and management services” consists of salary costs for those functions 1 
ene as common elements of administration in an agency organization, 42 : 
include: 


See 
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1. Executive direction, or overall administrative functions concerned with 
Janning, organizing, directing, controlling, and coordinating all program activities 
of an agency, : , 

9 Management services, or the auxiliary and staff services required for internal 
administration, including personnel, budget, fiscal, procurement and property 
management, and other administrative services. 

“Program operations” includes salary costs directly concerned with carrying 
nut agency program functions. 

A primary objective of this study has been the application of common definitions 
and uniform instructions in appraising administrative expenses, so that admin- 
istrative officials will be provided with a better factual basis for internal analysis 
of their own organizations’ effectiveness, The fact that a percentage relation- 
ship can be calculated between ‘Executive direction and management services” 
and total salary costs for each agency does not, of course, mean that valid com- 
parison of one agency’s performance with another can be made. Differences in 
size, in functions, in field structure, and the extent to which identifiable manage- 
ment services are centralized within an agency, limit the degree to which compari- 
sons between agencies are useful. 

PART I 


In view of the reorganization of the Department, effective November 2, 1953, 
it is necessary to report the data for 1953 and prior years in separate tabulations 
because the organizational structure of the Department is not comparable with 
that which existed prior to that date. 

There follows immediately below data ‘covering the fiscal years 1950 through 
1953 inclusive, on the basis of the organization of the Department prior to 
November 1953. 





‘otal salary costs 

Total salary cost re 
salaries for 
iv | | executive 
‘neue |Percentage,| direction 

and man- | Program | otal column 1 | and man- 
‘agement | operations , of agement 

services | column 3 | services 





Fiscal year 


(4) (5) 





Bureau of Agricultural Economics: 
| $5, 186, 269 | $5, 558, 158 
5, 186, 634 | 5, 567, 217 | 
5, 253,018 | 5, 645, 679 
1053... es 5, 269,430 | 5, 670,177 | 
Agricultural Research Administration: ! 


$3, 680 
3, 940 
4, 392 
4, 448 


NNO 
KOs 


58, 060, 836 | 63, 070, 678 

| 55, 572, 566 | 60, 477, 520 
56, 846, 622 | 61, 723, 771 

| 54, 601, 766 | 59, 474, 604 


6, 138, 814 | 43, 335,009 | 49, 473, 823 
6, 049, 112 | 42, 881, 276 | 48, 930, 388 
6, 686, 303 | 47,300,059 | 53, 986, 362 | 
ee a Pe 6, 987, 014 | 47, 552,833 | 54, 539, 847 | 
Sell Conservation Service: 
950 


3, 560 
3, 705 
4, 108 
4, 258 


Noro 


3, 530 
3, 567 
3, 920 
4, 159 


NNNN gnIg—N 


et et et 
o> > > 


3, 225, 501 | 44, 572,162 | 47, 797, 663 
3, 232, 221 | 45,171,320 | 48, 403, 541 
3, 304, 461 | 49, 150,129 | 52, 454, 590 | 
3, 312, 053 | 52, 193, 415 | 55, 505, 468 | 


3, 820 
3, 819 
4, 248 
4, 287 


Owns! 


3, 756, 646 | 43,921,410 | 47,678,056 9 | 3, 540 
4.109, 181 | 45,043,881 | 49, 153, 062 : 3, 599 
4,040,735 | 46,051,792 | 50,092, 527 ; 4, 084 
2 3, 909, 276 | 45,661,927 | 49, 571, 203 5 4, 113 
Commodity Exchange Authority: | | 
1950 57, 879 | 413, 063 470, 942 2. ; , 261 
59, 879 446, 504 506, 383 
66, 869 521, 185 | 588, 054 | 
69, 324 554, 157 623, 481 


3 
2 
ry 


1953 
Federal Crop Insurance Corporation: 
1950 184,538 | 2,172,866 | 2,357, 404 | 
*) 194,620 | 2,464,033} 2,658, 653 
224,635 | 2,837,096 | 3,061,731 | 
224,475 | 2,981,655 | 3, 206, 130 | 
383, 646 | 5,185,761 | 5, 569, 407 
398,771 | 5,921,891 | 6,320, 662 | 
474,446 | 5,985,867 | 6, 460,313 | 
481,447 | 5,950,385 | 6,431, 832 





See footnotes at end of table, p. 1663. 
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Total sal 


ary costs 





A verag 
Salaries for 

















Executive | anes ya ~ 
Fiscal year | direction > i age,| cirection 
| and man- | Program Total column 1 | and map. 
a | Operations | of | agement 
agement ] 3 reve 
services column ¢ Services 
| 
} 
(1) (2) (3) (4) 5 
Farmers Home Administration: | | 
I aR adie bes lovee aire tes aides | $2,312,929 $20, 954, 955 $23, 267, 884 9.9 | $4. 1» 
. 7 24 OT 3 - 
1951 eet A cst dedi io ain lect nae bition sae 2, 322, 178 | 22, 651, 205 | | 24 24, 973, 383 9.3 | 4,2 
We kyl. abcatvaswbtelenccetucecacstbedd 2, 382, 858 24, 787,899 | 27,170, 757 | 8.8 4 859 
1953 _ - ois -------------| 2,345,443 | 24, 997, 788 7 343, 231 | 8.6 4 uy 
Farm Credit Administration | | i 
EE Ses ae ite banat canted aa omen? and 449,113 | 2,096,308 | 2,545, 421 7.6 OW 
WSEAS cia ces 429,574 | 2,066,896 | 2,496, 470 17 2 ? 7 
EEE ae ee ae yee ee : 414, 742 2, 019, 707 2, 434, 449 17.0 | 4713 
1953 2 jdacdgeevaisuiesy Didoceaneaeipmeee a heglisiniastidee ¥ieeee desi ta beat dated ete tc 
——- Service: | iy 
195¢ ahen been iene 222, 933 890,406 | 1,113,339 | 20.0 | 3, 78 
195 ; a a 218, 960 | 925, 892 1, 144, 852 | 19.1 | 3, 94 
BE os CAR Leaded bes 229, 588 964,095 | 1, 193, 683 19. 2 | 4, 059 
tinh — 215, 923 1, 029, 312 1, 245, 235 17.3 4, 
Office of the Secret ary: | | 
1950__ ; sexe -| 2,656, 614 |.____- 2, 656, 614 100.0 4 4y 
1051... = * 2 ONG: S67 «| wtb Jive 2, 616, 467 100.0 4. 
BG Shoe eu tak ee . Dh T1THROD le lbecweayne 2, 777, 885 100.0 | f, 1M 
1953 _ ialeinghncieak when Me POU ETA, Lsbébdden avers 2, 765, 147 100. 0 2B 
Office of the Solicitor: — | 
Pe SS aS ee ee 193,340 | 2,173, 355 2, 366, 695 8.2 3, 50 
ES sc all . ss Lb i 2, 225, 872 2 405, er 7.8 | 3, 70 
i Be ee ee ee 74,189 | 2, 283, 401 2, 457, 590 Tsk 4, 187 
ee ee ee ee 171, 483 | 2, 228, 805 2, 400, 288 7.1 4, 298 
Office of Foreign Agricultural Relations 
Ra ee Ser age OEE, 200, 960 | 1, 306, 220 1, 507, 180 13.3 3, O80 
a i i ak i ch Be | 280, 514 1, 704, 719 1, 985, 233 16.5 3, 98 
1952 oes SRB ike wis gh dine ce soa 422,643 | 2,742,149 3, 164, 792 13.4 $115 
PR .an et ot cut nmdesbhie ak émemea 413, 765 | 3,692, 798 4, 106, 563 10.1 4, 184 
Office of Information: | 
BE Sc cened. ae : panei 112, 612 705, 949 818, 561 13.8 3, 92 
a oo ae < sialeiailiods 112, 316 | 718, 657 830, 973 13.5 4, 011 
SE kein ad cee s a 96, 722 | 834, 597 931, 319 10.2 4, 187 
_ itcuieitighnwicntich= nydecetane ote 124, 638 779, 195 903, 833 13.8 4, 563 
Jibrary: 
_ Seer eee : 72, 084 601, 110 673, 194 10.6 3, 880 
| dita 60, 610 578, 986 639, 596 9.5 4,014 
ee 58, 295 | 587, 653 645, 948 9.0 4, 383 
ee eee 59, 741 | 615, 245 674, 986 8.9 4, 631 
PART II 


Following are the tabulations reflecting data on the basis of the organizational 


structure of the De} 


Fiscal year 


a Research Service: 
1954_ 
1955 __ 

Federal Extension Service: 
1954 
1955 

Farmer Cooperative S 
1954_ 
1955 

Forest Service: 
oes 
1955 

Soil C onservation Service: 


ervice: 


See footnotes at end of table, p. 
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vartment subsequent to the November 


1953 reorganization: 





Executive | 
direction | 
and man- | 
agement 

services | 


O60] 


$4, 227, 234 
4, 244, 705 


223, 028 | 
265, 873 


66, 545 | 
63, 692 | 
| 

7, 103, 608 
7,097, 661 | 
3,209. 891 | 
3, 720, 400 | 


| operations 


Total sals 


Program 


| 
| 
| 
| 


| 


\$57, 107, 834 
| 60, 266, 192 


927, 726 | 
1, 363, 855 


411, 761 | 
494, 208 


54, 718, 145 
53, 904, 864 


53, 263, 522 | 
55, 678, 803 


iry costs 


Total 


(3) 


'$61 , 335, 068 


64, 510, 897 | 


1, 150, 754 


1, 629, 728 | 


478, 306 
557, 


7 
5 


61, 821, 753 
61, 002, 525 


56, 563, 413 | 
59, 399, 203 | 


900 | 


column 1 
of 
column 3 


(4) 


6.9 
6.6 


19.4 
16.3 


13.9 | 


a. 


oe 


11. 
ll. 


6. 


Percentage, 


o 
coo aon 


Average 
| eal sioe for 
} Saiaries 
| executive 
| direction 
| and man- 
agement 
services 


| 
| 
| 
| 


5, ON 


4, 342 
4, 56S 


Agricult 


Agricult 
1954 
1955 

Foreign 
1954 
1955 

Commo 

194 
Comm 
195¢ 
195. 
Federal 
195 
195. 
Rural | 
195 
195 
Farme 
198 
198 
Office | 


1 AS 
Adm| 
and I 
Indu: 
Ento 

2) 
is un 
agen 

N 


and | 


1 


cle 
the 
t10 
are 
fre 
M 
32 
qu 
fo 
in 


of 


at 








Total salary costs 
' Average 


— ee . — - salaries for 
executive 

Percentage, direetion 

Program Total column | and man- 
operations 5 of agement 
column 3 services 


Executive 

Fiscal year direction 
and man- 

agement 

Services 


(1) 


Aericultural conservation program service 


Acricultural Marketing Service: 

1954 eeceece-e - $29, 429 

1955 / se _..-| 2,206, 698 ; 32, 109, 83% 
Foreign Agricultural Service: 

1954 iD pegs 15 PR RASS 347, 781 | 

1955 a a ‘ j 361, 845 
Commodity Exchange Authority: 

1954 , Oak 63, 996 | 

1955 63, 200 | 
Commodity Stabilization Service: | 

1964. 2s « «ade So¢e | 2,777,703 | 23, . 25 , 147 

1955 > s 7 | 3,027,561 | 26, . 29, 268 ). 1 , 193 
Federal Crop Insuranee Corporation: | | 

1954. - : ae ; 208, 883 2. ; 7 , 784 - , 581 

1955_.. ante sth ie ot 3 Je : 207,487 | 2, . 2, , 680 : 4, 642 
Rural Electrification Administration: 

1954 484, 587 5, 378 5, , 965 4, 576 

1955 pita 115. te 495, 545 5, 484, 455 5, 980, 000 8.3 , 636 
Farmers Home Administration: 

1954... Pate cet aot bea , 211, 174 2, ; 24, , 230 | , 910 

1955... ae ee 711, 4382 | 20, . 22, , 640 a , 904 
Office of the Solicitor: 

1954. Ee Sh adbutedend | 170, 826 2 , 478 2 , 305 - , 580 

1955 $5 cnnimats ay 180, 677 2, 103, 537 2, 284, 214 oA , 609 
Office of the Secretary: 

1954 Am ft 2, 689, 173 100 5, 282 

1955. _- : a 2, 641, 007 |_- : 2, , 007 100. 5, 364 
Office of Information: 

1954 ecto a 138, 467 695, 495 833, 962 16. 6 , 710 

1955 r eri 169, 551 852, 945 , 022, 496 16. 6 4, 831 
Library: | 

WR kwadoup elas re neenebdnne arias -| 61, 169 549, 751 920 10.0 4, 779 

1955 58, 246 | 540, 995 599, 241 9.7 4, 446 





1 Agricultural Research Administration includes the following former Bureaus and offices: Office of the 
Administrator, Agricultural Research Center, Office of Experiment Stations, Bureau of Human Nutrition 
ind Home Economics, Bureau of Animal Industry, Bureau of Dairy Industry, Bureau of Agricultural and 
Industrial Chemistry, Bureau of Plant Industry, Soils, and Agricultural Engineering and Bureau of 
Entomology and Plant Quarantine. 

? Data for the Farm Credit Administration is included for the 1950-52 period only. Data for 1953 
is unavailable because that Administration was transferred from the Department and made an independent 
agency by Public Law 202, approved Aug. 6, 1953. 

Management services for this agency are performed primarily by the Commodity Stabilization Service 
and such costs are included in amounts shown for that agency. 


Mr. Roperts. Mr. Chairman, I think the record should be made 
clear, and I am not sure that Mr. Wheeler’s remarks did—I followed 
them very closely—that what you are talking about involves the ques- 
tion of the amount of overhead and administrative service costs that 
are to be allocated within an agency whose operations are financed 
from an appropriation made on a program basis. In the Agricultural 
Marketing Service, for example, they get an appropriation for section 
32, another appropriation for Marketing Services, and so on. It is a 
question of how much money is taken out of the various appropriations 
for agency overhead and administrative expenses. That does not 
involve a taking of any funds from those appropriations for operations 
of the staff offices of the Department. 

We had one case that I know about in the Agricultural Marketing 
Service that may have caused some question to be raised here. | 
do not remember the problem that was involved, but I do remember 


58682—55—pt. 3——42 
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that during the course of the year we found that in AMS the packer 
and stockyards activity was not paying its share of the overhead costs 
Actually, section 32 was paying more than it should have paid pro. 
portionately. We made an adjustment. Obviously, in making the 
adjustment, the packers and stockyards activity was required to pay 
= money, and I suppose the program people did not like it very 
well. 

Mr. Wuirten. I had a complaint from the meat inspectors organ. 
izations saying that you could have hired 12 more meat inspectors if 
the money had not been withdrawn for some other prupose. I do 
not usually put in the record such reports because we have many of 
them. I think in nearly all cases they are honestly made—but some. 
times they do not have the full facts. But when we hear those 
reports we try to look into it. Frankly that was one of the complaints 
to me in connection with that matter. 

Mr. Wuee er. That may have resulted from the continuing review 

that is made, which the General Accounting Office, and our Office 
insists upon, of the manner in which these overhead costs or admin- 
istrative services are charged to the various appropriations. Changes 
are made from time to time to reflect the proper charges for such 
costs. We do not think it is sound to fix a flat percentage rate and 
simply say, “that’s it” from now on, because costs and circumstances 
do change and we feel that to be sure that the funds are used for the 
purposes for which appropriated, it is necessary to continually make 
test checks and cost studies to determine that each of the program 
funds are bearing their correct proportion of the total costs of the 
agency. 

‘o I am not familiar with the particular incident that was 
reported to you, but we would be glad to look into that. 

Mr. Wuirren. I do not mean to vouch for that as a fact. I do 
not know that the man who reported about it to me had the facts, 
but the question was raised. 

Mr. Roperts. These adjustments are going on from time to time 
in all the agencies in order that we can assure ourselves and this 
committee that we are spending money for the purpose for which it 
was appropriated. Otherwise, we might find ourselves paying more 
overhead than the proportionate share from one or another of the 
appropriations that are administered by a given agency. 

Mr. WuittEen. My relations with Mr. Wheeler, and before him 
with you, and before that with Mr. Jump, have always been very 
pleasant. We have had your full cooperation in these matters through 
the years and we appreciate that relationship. 

Mr. ANDERSEN. I want to join in that, Mr. Chairman. 


FIELD AND DEPARTMENTAL POSITIONS 


Mr. WHEELER. There are two other statements, Mr. Chairman. 
I have here a statement for the fiscal years 1950, 1952, 1954, and 1955 
showing average annual positions for each of those years broken down 
between departmental and field and showing the percentage of 
departmental positions to total positions. 


Mr. Wuirten. I believe we would like to have that in the record 
along with the other. 


(The information requested follows:) 
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and estimated 1950 


1954, 


fe 
fiscal years 1950, 1962, 


and other funds, 
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TRAVEL BY AGENCIES 







Mr. Wueeter. Finally, I have a statement showing travel obligy. 
tions for the fiscal years 1952 and 1953 for each of the agencies of thy 
department, and another one on the new organization basis for th. —— 
fiscal years 1954, 1955, and 1956, together with brief notes explaining I agicult: 
the principal changes, agency by agency, between those years. "By Feterst f 


























e = ; . Farmer ( 
Mr. Wurrren. We will be glad to have that in the record, too. ae 
. . . a . 
(The information is as follows:) Agricultt 
Agricultt 
Foreign 
Commo¢ 
; ° a - Commoc 
Obligations for travel, fiscal years 1952 and 1953 Federal | 
hii idee a cults Seeded Rural E 
| Farmers 
Agency ! 1952 | g Office of 
a hicital l Po i = ee Office of 
| 4 Office of 
Bureau of Agricultural Economics. __--_-__- aia ic pesseecanapemle va pois ota aca abi ote einige $220, 241 $207, 098 Library 
Agricultural Research Administration: | Workings 
ati... oes 51, 957 | rT 
Office of Experiment Stations. ___...............-.._.- SO ce «inchs oe 35, 731 | 36,47 Te 
Bureau of Human Nutrition and Home Economics..---..----....-..---- 16, 532 | Deduct 
Bureau of Animal Industry. --...................... eee es et 938, 498 765 
OU I IN ao ois io are wb ce cicdes en nceacdeyace pes 9, 226 38 = 
Bureau of Agricultural and Industrial Chemistry_._......____.___.-____- 110,071 | 5 
Bureau of Plant Industry, Soils, and Agricultural Engineering _______ 330, 353 | 
Bureau of Entomology and Plant Quarantine--_-...........-.......--.- 697, 169 | . 
eee nee ee 1 By ¢ 
Total, Agricultural Research Administration compar: 
———— to the ri 
ae Ta i is Si Ste sib x Dh Mes im iene alta tec reaicectis ween a cits mcs 1, 639, 371 
Gk MUNROE VIN CN ho ie coe a tn nore nine awe dn altcdknccuves 1, 682, 617 
Production and Marketing Administration.........................-..-.__-- 4, 268, 178 
Commodity Exchange Authority__..........._.-_____- Sad tei sk sath dome | 10, 016 | 
Federal Crop Insurance Corporation... ..... nce cen ccceecuss. 701, 134 
Rural Electrifi@tion Adminisization. ._....- = -n ennc enc cwe eceee 1, 162, 664 1, 024, S58 
SO ee ee ene, See eee 3, 010, 297 3, 040, 448 
Farmer Cooperative Service................--- Wvleiksd wa id Reamecheiae ina ea teelee 43, 548 | 41, 125 
I eee 91, 310 | 85, (85 
Se da cd dw Sneed un dauewia mune tu maa calenaniieas 104, 068 72, 935 
SOIpEIIE nT NU 2s rns Seats ts Se or rer en rrpnerane paren ee te ante on oo | 62, 724 52,38 
Foreign Agricultural Service................-_- Tigsptndi attest Reta oe aaign bhenipice 28, 553 | 26, 234 
oe EE a a ee ee Le Se a See 28,177 | 23, 508 
DME Gotan UG Wats otk < oth co moe ee la oR aa a Bante chee: ans eet A ead -s 1, 587 4, 43 
Working funds and miscellaneous contributed funds....................-___- 346, 734 170, 59 
' 
ee ee ae ih IN sg nn tier en a NE Isa casi his tn tcl nia bea 15, 590, 756 15, 723, 716 
Deduct amounts in working funds and trust funds._...................---.. 1, 766, 533 1, 265, 436 
Total, annual and permanent appropriations (including reimbursable 
NN Th te ig ea Ba 13, 824, 223 14, 458, 28) 








1! By agencies of the Department according to the organization prior to Nov. 2, 1953.| 
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Obligations for travel, fiscal years 1954-56 





Estimated, | Estimated, 


71 
Agency 1956 





Agricultural Research Service | $2,345, 803 $2, 440, 300 | $2, 193, 750 
Federal Extension Service 121, 362 | 188, 000 | 188, 000 
Farmer Cooperative Service 24, 086 | 31, 900 | 31, 700 
Forest Service 2, 328, 541 , 091, 997 | , 986, 295 
Soil ConserVatlom BOR UIOO ice 4 sisi 5 nna en gen peenne once cnssncsée 2, 101, 598 , 144, 609 , 179, 950 
Agricultural Conservation Program Service 483, 376 | 554, 348 629, 106 
Agricultural Marketing Service 2, 388, 998 2, 673, 555 , 757, 840 
Foreign Agricultural Service 169, 881 | 214, 100 | 331, 100 
Commodity Exchange Authority 11,775 | 9, 700 | 9, 700 
Commodity Stabilization Service-...............--...----- lla 1, 675, 358 | 2, 392, 026 2, 543, 356 
Federal Crop Insurance Corporation-----_--.-_- ‘ 774, 151 | 817, 020 907, 700 
Rural Electrification Administration eo 874, 287 | 868, 000 | 968, 000 
Farmers Home Administration a 2, 667, 719 2, 847, 525 | 2, 768, 225 
Office of the Solicitor ene in J ee oa) 64, 148 62, 036 72, 536 
Office of the Secretary ; 96, 356 131, 046 | 134, 916 
Office of Information eS eA Oe 7, 213 7, 000 | 7, 000 
Library --- ji = J 2, 219 | 2, 400 2. 400 
Working funds oan 69, 501 57, 814 19, 935 

Total 16, 206, 372 17, 533, 376 | 17, 731, 509 
Deduct amounts in working funds and trust funds_........-... 1, 247, 249 1, 206, 064 | 1, 189, 285 


Total, annual and permanent appropriations (including | } 
reimbursable obligations) 14, 959,123 | 16,327,312 16, 542, 224 


1 By agencies of the Department as reorganized on Nov. 2, 1953. _It was not practicable to realine on a 
comparable historical basis the travel performed by agencies of the Department as it was constituted prior 
to the reorganization. ° 
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Obligations for travel, major increases, fiscal year 1955 compared with 1954 


Agricuipaenl Tnsearet Gbevite. oo. 5. 5c 5 ec nd comedennsusackecosen 
Net increase arising from— 
Expanded research program in production and utilization, 
Accelerated program for brucellosis eradication beginning 
in September 1954, from funds advanced from CCC. 
Decrease in foot-and-mouth disease eradiaction activity 
resulting from the noninclusion of obligation estimates due 
to the difficulty of estimating for emergency control programs. 
A Tenet ee ed co oe oo nonce ss uniennibennae 
Increasing emphasis to on-the-farm educational activities re- 
sulted in the need for additional Federal personnel to provide 
leadership and direction thereby necessitating increased travel 
obligations. 
Agricultural Conservation Program Service. -___.-.--...----------- 
Increase in operating costs, including more extensive travel, in 
order to provide the necessary direction, supervision, and auditing 
services in the effective administration of the conservation 


program. 
Agricultural Marketing Service.................................. 
Increase is due to planned expansion in the area of marketing 
research and agricultural estimates as well as marketing services 
in respect to the resumption of tobacco-demonstration work, an 
increase in cotton-classing facilities at seasonal peaks, and 
extended coverage in travel status for tobacco inspectors beyond 
a 60-day period. 
Commodity Stabilization Service. -.................---.--------- 
Increase is attributable principally to— 

Administrative expenses, CCC. Substantial increase in 

pees volume affecting the commodity offices and the 
tate offices causing a need for increased supervision, ware- 
house inspections and audit activites. 

Agricultural adjustment programs. Increase in National 
and State office travel due to the imposition of acreage 
allotments on rice and for additional staff travel in connec- 
tion with wheat and corn involving audit activities and 
supervision of county administration of the program. Such 
State office personnel include auditors and farmer fieldmen 
who, in the nature of their duties, are in almost continuous 
travel status. 

OR eee a oc vanes ena cokipannipiageene 

This increase is reflected in the disaster loan revolving fund. In 

fiscal year 1955, the special feed grain program is being adminis- 

tered by the FHA county committees about half of whose expenses 

constitute travel. In fiscal year 1954, the feed program was car- 

ried out through the facilities of CSS and special State and local 

drought committees, the expenses of which were reflected in this 
fund in object class 07—Other contractual services. 

All other (net) 





1 —86, 154 : 





Oblig 


$94, 497 Agricultt 
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to p 

in t 
Agricult 
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keti 

tur: 

66, 638 and 
the 

ind 

Foreign 


70, 972 rey 
pel 
to 
ing 

Comm 

284, 577 
wi 
St 


716, 668 Feder: 


~ 
Pp 
Rural 


c 
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] 
1 
All ¢ 


179, 806 


1 Cc 
diseas 
Servic 
estim 


h 
hav 
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que 


1, 327, 004 stu 


1 Includes a reduction of $236,544 and a number of minor increases aggregating $150,290. The decrease of we 
$236,544 results from an anticipated decrease in expenditures for fighting forest fires. 
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Obligations for travel, major increases, fiscal year 1956 compared with 1955 


Agricultural Conservation Program Service $74, 758 
Estimated increase in operating costs, including travel, in order 
to provide adequate direction, supervision, and auditing services 
in the effective administration of the conservation program. 
Agricultural Marketing Service 84, 285 
Estimated increase reflects travel required by expanding mar- 
keting research activities and needed improvements in agricul- 
tural estimates with particular emphasis on market development 
and the revision and improvement of statistical techniques for 
the gathering of current and realistic data relating to parity 
indexes. 
Foreign Agricultural Service 117, 000 
Estimated increase to strengthen and expand agricultural 
representation at strategic points in foreign countries and to 
permit changes from time to time in the posts covered in order 
to readily recognize changing situations in production or market- 
ing of importance to United States farmers and trade. 
Commodity Stabilization Service 151, 330 
Increase in agricultural adjustment programs due to continuing 
work related to rice acreage allotments and for intensification by 
State office personnel in the training of county employees in 
connection with the supervision, audit and administration of 
acreage allotments and marketing quotas. The State office 
personnel include auditors and farmer fieldmen who, in the 
nature of their duties, are in almost continuous travel status. 
Federal Crop Insurance Corporation 90, 680 
Estimated increase reflects the anticipated increase in contract 
workload resulting in broadened travel requirements to effectively 
perform loss adjustment work. 
Rural Electrification Administration 100, 000 
Estimated increase in travel obligations is characteristic of the 
construction phase into which the telephone program is moving. 
Technical engineering advisory services are in greater demand as 
plant construction proceeds. In addition there is increasing 
need for loan security servicing in the form of specialized manage- 
ment and accounting staff. 
All other (net) 1 — 419, 920 


198, 133 


1 Comprises decreases principally in Agricultural Research Service ($246,550) relating to foot-and-mouth 
disease eradication for which estimated obligations are included only for the research activity; and Forest 
Service ($105,702) due to the establishment of contingency fund reserves not distributed by objects in the 
estimates for fighting forest fires and control of forest pests. 


Mr. WHEE LER. I believe that completes the items you asked us to 
have at this time. 

Mr. Wuirren. I wish to thank you again. I won’t attempt to 
question you about them because, of course, I have had no chance to 
study them; neither have the other members of the committee. But 
we wish to thank you for your cooperation in making these reports 
available to us. 

Mr. WueEeEter. In looking over these statements, if you find that 
you need additional details on them, be sure to let us know. 

Mr. Wurrren. Thank you. 


USE OF ADDITIONAL STAFF 


Mr. MarsuHauu. Mr. Roberts, when Mr. Brannan was Secretary of 
Agriculture, I felt that he was entitled to more assistants to make 
determination of policy at the top level and I supported the proposal 
at that time for an Assistant Secretary of Agriculture to be added to 
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the staff of the Secretary of Agriculture. I felt that Mr. Bensoy 
when he became Secretary of Agriculture, should be given the sam 


consideration. And so I supported the proposal to give to the Seere. bo 
tary of Agriculture a larger staff in order that he could better coordi. 7 he 
nate the activities of the Department of Agriculture. fa en 
I realize that we have not as yet had these regulations and policies a 
in effect long enough to measure their true value. I was somewhat “we 
disappointed this year in the hearings. I find that there has been , aial 
considerable amount of misunderstanding about policies and coordi- Thee 
nation of work and coordination of the information which has gone a . 
out to the field at different times. I think we should call to your nL 
attention a letter which was placed in the hearings asking for a con- sth 
ment from the Secretary’s office in which an Assistant Secretary of a 
Agriculture indicated that should the egg market become further a 
demoralized, it might be necessary for the Department to purchase a 
eggs, at least implying that something would have to be done about for | 
the poultry situation—quite different from the determination which som 
was made in October. staf 
We find that in sending out information concerning some of the 7“ 
programs under Commodity Stabilization and Commodity Credit, 
that there has been a considerable amount of material which has been 
sent out that has not been coordinated, loading additional burden N 
upon the field operations. I think one of the amazing things that | thir 
observed in these hearings was that there have been several instances sect 
where the results of research in the Department of Agriculture was bee 
ignored by top agricultural officials in making determinations of out 
policy. Perhaps one of the examples of that is the fact that when Agi 
some commodities have been disposed of by Commodity Credit Cor- our 
poration, that the people did not take the trouble, even, to consult I 
some of the research people about work done by them. I think that spe 
one of the other things that is particularly amazing is that the findings tar 
of research people in specifications of bins and calking compound used pol 
in bin construction has been ignored almost entirely; the Department nu 
has spent money in order to carry on that type of research. in 
I notice that this budget has called for additional funds for research, Re 
and, to me as a farmer who has always valued the research coming out 
of the Department of Agriculture, it is somewhat disappointing to or 
see one part of the Department of Agriculture failing to follow some Re 
of those recommendations that are made by the research people in - 
another part of the Department. I do not mean these things as a ki 
matter of being critical, but more in the vein of constructiveness and de 


with the hope that in the period ahead more coordination can be made 


of some of these activities. A 

I notice that Under Secretary Morse has several times called atten- | 
tion to the value of off-farm employment and yet when we have a S 
lending agency such as Farmers’ Home Administration come before - 
this committee, very little credit, if any, has been given to the earnings ; 
of a farmer in off-farm employment in making loans. : 

Mr. Wuarrten. Could I interject there, Mr. Marshall. Not only 4 


that, but the record shows that the basis for foreclosing and taking 


his FHA home away from him is frequently the fact that he works 
off the farm. 
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WHEAT REFERENDUM 


Mr. MarsHAtu. Now, at the present time, out in my area, Mr. 
Roberts, people are quite concerned about a prospective wheat 
referendum, having quite a lot to do with the economic stability of 
farmers. What is being done at this time about getting out information 
about a wheat referendum? 

Mr. Roserts. Mr. Marshall, these questions that you have 
raised are in the main questions that relate to given programs, and 
| hope that they were raised with the program people when they were 
here. 

Mr. MarsHatu. I might say that every question I have raised 
with you with the exception of this last one about wheat referendum 
were all raised and are a part of the hearings. And I might say to 
vou, Mr. Roberts, that there are other things besides which I men- 
tioned but I did not wish to repeat. But I merely brought this out 
for the Secretary’s Office today to further emphasize those things, 
something that I had hoped would be corrected with the additional 
staff we gave to Secretary Benson. 


COORDINATION OF ACTIVITIES 


Mr. Roserts. Speaking to the organizational question, and I 
think that is what you are concerned about here—whether at the 
secretarial level there is a mechanism for appropriate coordination 
because, as I said before, the questions you have raised are really 
outside my area of jurisdiction; we do have in the De partment of 


Agriculture a complete written, specific delegation of authority under 
our present organizational structure. 

It is something that the Department has never had before. It 
spells out definitively the responsibilities of the several Assistant Secre- 
taries and of the agency heads so that from the organizational stand- 
point, there should not be any basis for confusion or failure to recog- 
nize that a certain group or a certain individual has a responsibility 
in a given area. It is spelled out in writing and is in the Federal 
Register. 

Now, from the standpoint of coordination, under the present type of 
organization, with agencies such as Forestry, SCS, and the Agricultural 
Research Service, all reporting to one Assistant Secretary, I “think it is 
rather obvious that you can get coordination among agencies of that 
kind reporting to a single head much easier than you can when you 
don’t have the opportunity for close supervision. That opportunity 
we didn’t have under prior administrations in the Department of 
Agriculture. 

There was an attempt, as you know, to allocate some areas of work— 
some on an agency basis, some on a functional basis—to the Under 
Secretary or to the one Assistant Secretary that we had, but fre- 
quently, almost daily, you had to cross those supervisory lines because 
there were just the Secret ary, the Under Secretary, and one Assistant 
Secretary there to do a job which required more time and attention 
than they could possibly give to it. 








1676 


The coordination at the Assistant Secretary’s level where—taj 
the case that you cited—where you say research was ignored in certaiy 
actions that were taken by the Stabilization Service. I am not away 
of the circumstances in the case, but that coordination should tak: 
place and is intended to take place at that assistant secretarial leve) 
At the same time, that does not take from the agency head, the head 
of the agency who is administering the program, the responsibility o 
utilizing all of the available information and facilities at his command 
whether inside the Department or outside, in making important map. 
agement determinations on his own program. So that under oy 
present organizational structure, there is no more reason for that to 
happen now than there was before. At the same time we feel we noy 
have an organizational arrangement where that kind of thing is les 
likely to happen, but can be corrected more readily at the assistant 
secretarial level. That these particular cases are that you have re. 
ferred to I do not know. But I do say that we have spelled out oy. 
ganizationally, in the delegation of authority, that I will put in the 
record, more clearly than we have ever had before the responsibilities 
of the top people in the Department, and the responsibilities of the 
agency heads with regard to particular authorities that the Congres 
has given us to administer. 

(The material referred to follows:) 


[Reprint from Federal Register, August 28, 1953] 


DEPARTMENT OF AGRICULTURE 
Office of the Secretary 


UnpER SECRETARY OF AGRICULTURE AND Eacu ASSISTANT SECRETARY OF 
AGRICULTURE 


DELEGATION OF AUTHORITY TO PERFORM ALL DUTIES AND EXERCISE ALL POWERS 
AND FUNCTIONS OF SECRETARY OF AGRICULTURE 


a. Pursuant to the authority vested in me by Reorganization Plan No. 2, 1953, 
and subject to the provisions of paragraph c hereof, there is hereby delegated to 
the Under Secretary of Agriculture and each Assistant Secretary of Agriculture 
severally, the authority to perform all duties and to exercise all the powers and 
functions which are now, or which may hereafter be, vested in me. The authority 
herein conferred upon each of the Assistant Secretaries of Agriculture will be 
exercised by each of such officers in connection with the functions of the agencies 
assigned to his direction and supervision as provided in paragraph b hereof, ex- 
cept when it may be necessary that he act otherwise because any other Assistant 
Secretary is absent or otherwise unavailable. The authority granted hereunder 
may also be exercised in the discharge of any additional functions which the 
Secretary of Agriculture may assign. 

b. Each of the Assistant Secretaries, the Administrative Assistant Secretary, 
and the Director of Agricultural Credit Services shall exercise general directiov 
and supervision of agencies of the Department of Agriculture, as set forth herein, 
and shall perform such other functions as the Secretary of Agriculture may from 
time to time assign. 

(1) The Assistant Secretary of Agriculture for Research, Extension, and Land 
Use shall exercise general direction and supervision of the following agencies: 


Agricultural Conservation Program. 
Agricultural Research Administration. 
Bureau of Agricultural Economics. 
Extension Service. 

Forest Service. 

Soil Conservation Service. 
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2) The Assistant Secretary of Agriculture for Commodity Marketing and 
,djustment shall exercise general direction and supervision of the following 


agencies: 

i Commodity Credit Corporation. 
Commodity Exchange Authority. 
Federal Crop Insurance Corporation. 
Production and Marketing Administration. 


3) The Assistant Secretary of Agriculture for Foreign Agricultural Service 
shall exercise general direction and supervision of the following agency: Foreign 
Agricultural Service. 

(4) The Director of Agricultural Credit Services shall exercise general direction 
and supervision of the following agencies: 

Farm Credit Administration. 
Farmers Home Administration. 
Rural Electrification Administration. 
5) The Administrative Assistant Secretary of Agriculture shall exercise general 
direction and supervision of the following agencies: 
Office of Budget and Finance. 
Office of Hearing Examiners. 
Office of Information. 
Library. 
Office of Personnel. 
Office of Plant and Operations. 

With respect to the functions affected by this assignment, and any additional 
functions which the Secretary of Agriculture may assign to him, the Adminis- 
trative Assistant Secretary is authorized to perform all duties and to exercise all 
the power and functions which are now, or which may hereafter be, vested in me. 

c. This order shall not be construed to confer upon any officer named herein 
the authority of the Secretary of Agriculture to prescribe such regulations as 
may be necessary pursuant to section 8c (15) (A) of the Agricultural Marketing 
Agreement Act of 1937, as amended (7 U. 8. C. 608¢ (15) (A)). 

d. The determination of any matter by any of the officers named herein which 
requires the application of new principles or a departure from principles hereto- 
fore announced by the Secretary of Agriculture shall be brought to the attention 
of the Secretary for approval. 

e. (1) This order shall supersede all orders heretofore issued by the Secre- 
tary of Agriculture delegating authority to the Under Secretary of Agriculture 
and the Assistant Secretary of Agriculture. 

(2) Except as provided in subparagraph (1) of this paragraph, the provisions 
of this order are not intended to supersede or modify any delegations of authority 
heretofore made by the Secretary of Agriculture. 

f. The provisions of this order shall not preclude the Secretary of Agriculture 
from exercising any of the powers and functions or from performing any of the 
duties herein conferred. 

g. Any action taken by the officers herein designated in the exercise, on or 
after June 4, 1953, of the authority herein delegated is hereby confirmed, in view 
of the informal authorization heretofore granted. 

Done at Washington, D. C., this 24th day of August 1953. 

(SEAL] E. T. BENson, 

Secretary of Agriculture. 
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TiTLE 9. REGULATIONS PERTAINING TO INDIVIDUAL AGENCIES 
CHAPTER 1. GENERAL PROVISIONS 


Section 1. Authority and responsibility of agency heads 


100. AurHority. The delegations in this title are made pursuant to authority 
vested in the Secretary of Agriculture by section 161, Revised Statutes (5 U.8.C 
22) and Reorganization Plan No. 2 of 1953, as well as all other statutes and prior 
reorganization plans vesting authority in the Secretary of Agriculture with regard 
to the functions of the Department of Agriculture. 

101. GENERAL Purpose. The purpose of this title is to provide as nearly a 
may be a general and concise authority under which the agencies of this Depart 
ment are vested with authorities adequate to the discharge of their responsibili- 
ties. Asa result of the terms of Reorganization Plan No. 2 of 1953, the Secretary 
of Agriculture is enabled to provide the subordinate officers and units of the 
Department with such delegations and assignments as he finds are necessary or 
desirable in relation to the functions performed. 

102. RELATION TO OFFICE OF THE SucrRETARY. No delegation or authorization 
prescribed in this title shall preclude the Secretary from exercising any of the 
powers or functions or from performing any of the duties conferred herein and 
any such delegation or authorization is subject at all times to withdrawal « 
amendment by the Secretary. No delegation or authorization prescribed in this 
title shall preclude the exercise of any delegation or authorization otherwise pro 
vided to the Under Secretary, Assistant Secretaries, Administrative Assistant 
Secretary, or Assistant to the Secretary for Agricultural Credit, or to the Staf 
agencies as provided in paragraph 112 hereof. 

103. ReSPONSIBILITIES OF AGENCY HEApDs. a. Responsibility to the Secretary.— 
The delegations contained in this title are made subject to the general respot- 
sibility of the Secretary to the President and to the Congress for the administra 
tion of the Department. The head of each agency (1) will maintain close working 
relationships with the officer to whom he reports, (2) will keep him advised wit! 
respect to major problems and developments, and (3) will discuss with him pro 
posed actions involving major policy questions or other important considerations 
or questions, including matters involving relationships with other agencies of this 
Department, other Federal agencies, or other governmental or private organiZ* 
tions or groups. 
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bh, Responsibility for coordination of policies and operations.—It is the respon- 
bility of each agency to consult and cooperate with other Department agencies 
hen its activities relate to, affect, or are affected by the work of these agencies 
sd to see that its policies, programs, and operations are coordinated with theirs, 
»b the end that the Department operates with maximum unity and effectiveness. 
c. Responsibility for efficient operation.—Agency heads, having broad authority 
» carry on the functions of their agencies, are responsible for seeing that the work 
their agencies is efficiently administered and that the public obtains the fullest 
sible benefit for the funds expended. To accomplish these objectives and to 
sure that the maximum possible improvements in programs and operations are 
chieved, agency heads should see that periodic reviews are conducted as required 
y Executive Order 10072 and 5 U.S. C. 1151. 

ection 2. Organization of the department 

109. Service AGENctrEs. The service agencies of the Department of Agri- 
uiture are grouped as follows: 

a. Federal-States relations.— 

Agricultural Research Service 

Forest Service 

Soil Conservation Service 

Federal Extension Service 

Agricultural Conservation Program Service 

Farmer Cooperative Service 

b. Marketing and foreign agriculture.— 

Agricultural Marketing Service 

Foreign Agricultural Service 

Commodity Exchange Authority 

c. Agricultural stabilization.— 

Commodity Stabilization Service (including Commodity Credit Corpora- 
tion functions assigned in accordance with Commodity Credit Corpora- 
tion bylaws) 

Agricultural Stabilization and Conservation Committees 

Federal Crop Insurance Corporation 

d. Agricultural credit.— 
Farmers’ Home Administration 
Rural Electrification Administration 
110. Starr AcEeNncriEs. The staff agencies of the Department of Agriculture 
are as follows: 
a. Office of the Solicitor.— 
b. Administrative agencies.— 

Office of Budget and Finance 

Office of Hearing Examiners 

Office of Information 

Library 

Office of Personnel 

Office of Plant and Operations 

111. The functions of the staff agencies are prescribed particularly in chaper 2 
of title 1 of the Administrative Regulations and otherwise. 

112. Delegations and authorizations to service agencies shall be subject to 
such delegations and authorizations as are granted to staff agencies by the Ad- 
ministrative Regulations or otherwise. 


Section 3. General delegation of authority 

116. DELEGATIONS oF AUTHORITY TO AGENCY Heaps. The head of each agency 
shall, under the general direction and supervision of the Secretary of Agriculture 
and the Under Secretary, and the Assistant Secretary, the Administrative As- 
sistant Secretary, or the assistant to the Secretary in Charge of Agricultural 
Credit to whom is assigned the general direction and supervision of his agency, 


} direct and supervise the activites of the employees of his agency. Subject to any 


reservation of authority contained in the assignment of functions to the individual 
agency, or otherwise reserved in the Administrative Regulations, the head of any 
agency is hereby delegated authority to take any action, including the authority 
to execute any document, authorize any expenditure, and promulgate any rule, 
regulation, order, or instruction, required by law or deemed by him to be necessary 
and proper to the discharge of the functions assigned to his agency. The head of 
any such agency may, consistent with and with due regard to his personal re- 
sponsibility for the proper discharge of the functions assigned to his agency, 


58682—55—pt. 8348 
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delegate and provide for the redelegation of his authority to appropriate office, 
and employees. Reservations of authority to the Secretary are subject to th 
provisions of title 1, chapter 1. { 
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Section 4. Prior authorizations 


120. Sratus oF PriOR AUTHORIZATIONS AND DELEGATIONS. All delegation; 
and authorizations of the Secretary affecting the subject matter of this title ri) (6 
in conflict with the provisions of paragraph 116 of this chapter are hereby ». ao « 
scinded except where reserved or otherwise expressly recognized by reference jy 921) , 
this chapter. However, any regulation, order, authorization, or similar instr. rept 
ment, heretofore issued by the Secretary, shall remain in full force and effec, ol > 
excepting that any delegations or authorizations contained therein shall jy rr 
construed to conform to the assignments made in this title. Also, any regulation, pt 











order, authorization, or similar instrument including delegations of authority _ 
heretofore issued pursuant to any secretarial delegation or authorization by any “py 
other officer of the Department shall continue in full force and effect unless anj i 
until withdrawn or superseded pursuant to authority granted in this chapter 3) 
Nothing in this chapter shall be construed to disturb other regulations or instry. 


tions governing the general conduct of officers and employees of the Department iD 
or providing for the orderly handling of correspondence and communications, 


n the 
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CHAPTER 2. AGRICULTURAL RESEARCH SERVICE “8) 
Section 1. Assignment of functions MO 
200. AssIGNMENT oF Functions. The following assignment of functions i J .d-m 
hereby made to the Agricultural Research Service: b. | 
a. Coordination of all research activities of the Department, including examina. > get 
tion and analysis of all such activities current and contemplated, review and ap- akir 
proval of all projects or proposals prior to initiation, advice, and consultation on ment 





planning with heads of agencies, and reports and recommendations to the Secr- 
tary. 


b. The following research programs: Production and utilization (except fores 


try) research, including research under title I of the Research and Marketing Act ectio 
of 1946 (7 U.S. C. 427 et seq.); farm management and costs, land economics, and 300 
agricultural finance; production aspects of farm labor, ordinarily associated with ereb 
farm management problems; soil conservation, except the national soil survey; a 


grass, and control of undesirable plants; range management (except as otherwise utiliz 
assigned in this title); cotton ginning and processing; under section 7 (b) of the wood 


Strategic and Critical Materials Stock Piling Act (50 U. 8. C. 98f); under the b. 

Housing Act of 1949 (42 U.S. C. 1471 et seq.). lands 
c. The research, investigations, inspections, experimentations, demonstrations, purp 

development work, service and regulatory work, and control and eradication of c 


insects, plant and animal pests and diseases provided for under the heading on f 
“Agricultural Research Administration” in the Department of Agricultural fores 
Appropriation Act of 1954 (except forest pests and diseases and research on rang 
off-farm handling, transportation and storage of agricultural products, including d 


investigations of insect infestations of off-farm stored products), inspection and man 
certification service, and standardization incidental thereto, for foods for dogs, this 
cats, and other carnivora, and for animal byproducts not capable of use as human e. 
food, and the identification of federally inspected meat, meat byproducts, and f. 
meat food products. g. 
d. Administration of the Federal Insecticide, Fungicide, and Rodenticide Act Con 
(7 U.S. C. 185-135k). h. 
e. The program of payments to States, Territories, and Puerto Rico under the Ban 
Hatch Act of March 2, 1887, and supplemental and related acts, and payments adn 
to State experiment stations under section 204 (b) of the Agricultural Marketing leas 
Act of 1946 (7 U. S. C. 1623 (b)). i. 
f. Eradication of foot-and-mouth and other contagious diseases of animals and ma 
poultry. ami 
é Hog Cholera Serum and Virus Marketing Agreement Act (7 U. S. C. 85l- ¢ 
55). ior 
h. Administration of title III of the Research and Marketing Act (7 U. S. € tio 
1628-1629). vey 
i. All administrative functions on behalf of the Secretary relating to the acqu agr 


sition and administration of patent rights. wa 
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j. Administration of the provisions of section 408 (1) of the Federal Food, Drug, 

nd Cosmetic Act, as added by section 3 of the act of July 22, 1954 (Public Law 
18, 83d Cong.), providing for certification with respect to certain pesticide 
emicals for which tolerances or exemptions are sought. 

k. Administration of responsibilities delegated to the Secretary, effective Sep- 
ber 8, 1954, pursuant to section 201 (b) of the Federal Civil Defense Act of 
950 (64 Stat. 1248), by the Federal Civil Defense Administrator (19 F. R. 
921) which involve planning a national program and directing Federal activities 
oneerned with research, diagnosis, strengthening of defensive barriers, and con- 
rol or eradication of diseases, pests, or chemicals introduced as agents of bio- 
sical or chemical warfare against animals or crops. 

901. RESERVATIONS. &. Reservations to the Secretary.—(1) Final action on 

gulations under the Hog Cholera Serum and Virus Marketing Agreement 
Act, previously requiring approval of the President. 

(2) The issuance, amendment, termination, or suspension of any marketing 
greement or order or any provision thereof. 

(3) Designation of members of advisory committees under title III of the 

esearch and Marketing Act (7 U. 8S. C. 1628-1629). 

(4) Determination as to the measure and character of cooperation with Mexico 
n the foot-and-mouth disease program pursuant to section 1 of the act of Feb- 
uary 28, 1947 (21 U. 8. C. 114b), the designation of members of advisory com- 
nittees, and the appointment of commissioners on any joint commission with the 
jovernment of Mexico set up under such program. 

(5) Approval of requests for apportionment of reserves for emergency outbreaks 
of insect pests and plant diseases. 

(6) Determination of emergencies in connection with the eradication of foot- 
and-mouth disease and other contagious diseases of animals and poultry. 

b. Reservations to the judicial officer—(1) Final action in proceedings pursuant 
© sections 7 and 8 of the Administrative Procedure Act, except orders in rule- 

aking proceedings under the Hog Cholera Serum and Virus Marketing Agree- 
ment Act. 


CHAPTER 3. FOREST SERVICE 


Section 1. Assignment of functions 

300. ASSIGNMENT OF Functions. The following assignment of functions is 
hereby made to the Forest Service: 

a. Overall leadership in forest and forest range conservation, development, and 
utilization. (As used here and elsewhere in this title the term ‘‘forest’”’ includes 
woodlands, and brush covered wild lands in mountainous areas.) 

b. The protection, management, and administration of the national forests and 
lands acquired for or being administered in connection with national forest 
purposes. 

ce. The following research programs: forest management; range management 
on forest ranges and adjacent, integrated nonforest lands; forest fire control; 
forest production and utilization; watershed protection and other forest and forest 
range influences; and forest resources and economics. 

d. The programs of cooperation in the protection, development, conservation, 
ns and utilization of forest resources, except as otherwise assigned in 

his title. 

e. Forest disease and pest research, control, and eradication. 

f. Programs under section 23 of the Federal Highway Act (23 U.S. C. 23, 23a). 

g. Naval stores conservation program authorized by sections 7-17 of the Soil 
Conservation and Domestic Allotment Act (16 U. S. C. 590g—590q). 

h. The protection, management and administration under title III of the 
Bankhead-Jones Farm Tenant Act (7 U. S. C. 1010-1012), of lands under the 
administration of this Department including the custodianship of lands under 
lease to States and local agencies, except as otherwise assigned in 9 AR 400e. 

i. The responsibility, under such general principles, criteria and procedures as 
may be established by the Soil Conservation Service, for making preliminary ex- 
aminations and surveys under the flood prevention program (Flood Control Act 
of 1936 as amended and supplemented), for conducting surveys and investiga- 
tions under the small watershed protection program (item for Watershed Protec- 
tion in the Department of Agriculture Appropriation Act, 1954), for making sur- 
veys, investigations, and studies under the program for flood prevention and 
agricultural phases of the conservation, development, utilization, and disposal of 
water (Watershed Protection and Flood Prevention Act), and for the collection 
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of data necessary to the preparation of comprehensive river basin reports jn the 
watershed or basin for the following: all national forests and other lands admip. 
istered by the Forest Service; range lands within national forest boundaries and 
range lands adjacent to national forests which are administered in CONnjunctigy 
with such forests under formal agreement with the owner or lessee; and othe 
forest lands except that the determination as to what lands are to be in forest » 
woodlands shall be the responsibility of the Soil Conservation Service 

j. The responsibility for installing flood prevention and watershed protectin 
works of improvement on all national forests and other lands administered }y 
the Forest Service; range lands within national forest boundaries and range lan 
adjacent to national forests which are administered in conjunction with syq 
forests under formal agreement with the owner or lessee; and, with respect ty 
other forest lands in the watershed or basin, in cooperation with State and loc 
agencies, for installing all fire protection measures provided for in aprpoved work 
plans, and, for providing tree planting stock and furnishing technical assistany 
in forest management. 

301. RESERVATIONS. a. Reservations to the Secretary—(1) The authority j 
issue rules and regulations relating to the national forests and other lands adminis 
tered for national forest purposes, to lands administered under Title III of the 
Bankhead-Jones Farm Tenant Act, and to the programs under section 23 of thy 
Federal Highway Act. 

(2) The authority as a member of the National Forest Reservation Commission, here)! 
(16 U.S. C. 513). a. | 

(3) The making of recommendations to the President with respect to the transfer HR activi 
of lands pursuant to the provisions of subsection (c) of section 32 of title III of the Hi Law § 
Bankhead-Jones Farm Tenant Act (7 U. 8S. C. 1011 (a)). forest: 

(4) The making of recommendations to the President for the establishing of HMB act of 
national forests or parts thereof under the provisions of section 9 of the act of By aspec' 
June 7, 1924 (43 Stat. 655). nm! 

(5) Final approval of regulations under section 4 of the Soil Conservation ani J amin: 


Domestic Allotment Act (16 U. S. C. 590 d) relating to naval stores. and a 
(6) Final approval and submission to the Congress of the results of preliminary HR and ¢ 
examinations and survey reports under the Flood Control Act of 1936, as amended JJ} mend 
and supplemented. ¢. 
(7) Approval of requests for apportionment of reserves under the Forest Pest #Re finan 
Control Act. demo 


(8) Approval of claims in excess of $1,000 under the act of January 31, 1931, d. 
U. 8. C (502) providing reimbursement to owners for loss, damage, or destruc- JB colle: 
tion of horses, vehicles, and other equipment. and ¢ 


50 

CHAPTER 4, SOIL CONSERVATION SERVICE and : 

Smit 

Section 1. Assignment of functions (2) 


400. AssIGNMENT OF Functions. The following assignment of functions ’ 
hereby made to the Soil Conservation Service: 

a. The responsibility of acting as the technical service agency in the field of 
soil and water conservation and flood prevention. 

b. Administration of the programs for soil and watcr conservation, including 
the act of April 27, 1935 (16 U. S. C. 590 a-f), except as otherwise assigned, ani 
the national soil survey. 

c. General responsibility for administration of the flood prevention progral 
(Flood Control Act of 1936, as amended and supplemented), the small watershe( 
protection program (item for watershed protection in the Department of Agri- 
culture Appropriation Act, 1954) the program for flood prevention and agricul 
tural phases of the conservation, development, utilization, and disposal of water 
(Watershed Protection and Flood Prevention Act) and activities in connectio 
with river basin investigations and preparation of reports thereon (with due 
recognition to the responsibilities otherwise assigned): 

1. Development of general principles, criteria, and procedures for the¥ 


ams. 
2. Making preliminary examinations, ORT investigations, watershed 
work plans and installing flood prevention an aes protection works 
of improvement or providing to local interests such technical and other 
assistance as may be needed for installing such works of improvement 
accordance with approved watershed work plans; except for those respons 
bilities assigned to the Forest Service under items i and j of chapter 3. 
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d. Administration of the acts relating to Water Conservation and Utilization 

rojects, except servicing and collection of accounts and management and 
Hisposition of reserved mineral interests. 

e. The use, administration, and disposition under title III of the Bankhead- 
Hones Farm Tenant Act (7 U. 8. C. 1010-1012) and the related provisions of title 
V thereof of the nursery projects designated and described in Executive Order 
10516 of January 26, 1954 (19 F. R. 467), and the Brooksville Nursery in Her- 
nando County, Fla., containing 847 acres. 

401. RESERVATIONS. &. Reservations to the Secretary.—(1) The execution of 
iemoranda of understanding establishing the general basis for cooperation by 
he Department with Soil Conservation districts, wind erosion districts, and other 
istricts organized for the conservation and utilization of soil and water resources 
‘thin the several States, Territories, and possessions. 

(2) Final approval and submission to the Congress of the results of preliminary 
examinations and survey reports under the Flood Control Act of 1936, as amended, 

and supplemented, and of comprehensive river basin reports. 


CHAPTER 5. FEDERAL EXTENSION SERVICE 


Section 1. Assignment of functions 

500. ASSIGNMENT OF Functions. The following assignment of functions is 
hereby made to the Federal Extension Service: 

a. Primary responsibility for and leadership in all educational programs and 
activities including the administration of the Smith-Lever Act, as amended (Public 
Law 83, 83d Cong.), educational and demonstrational work in cooperative farm 
forestry conducted under section 5 of the act of June 7, 1924, as amended by the 
act of October 26, 1949 (16 U. 8. C. 568), and all educational and demonstrational 
aspects of the Agricultural Marketing Act of 1946 (7 U. 8S. C. 1621-1627). 

b. Coordination of all educational activities of the Department, including ex- 
amination and analysis of all such activities current and contemplated, review 
and approval of all educational activities or proposals prior to initiation, advice, 
and consultation on planning with heads of agencies, and reports and recom- 
mendations to the Secretary. 

ec. Rendering educational and technical assistance to persons not receiving 
financial assistance under title 5 of the Housing Act of 1949, including extension 
demonstration. 

d. Act as the liaison between the Department and officials of the land-grant 
colleges and universities on all matters relating to cooperative extension work 
and educational activities relating thereto. 

501. RESERVATIONS. a. Reservations to the Secretary.—(1) The final approval 
and submission to the Congress of the annual report required by section 7 of the 
Smith-Lever Act, as amended. 

(2) Approval of selection of State directors of extension. 


CHAPTER 6. AGRICULTURAL CONSERVATION PROGRAM SERVICE 


Section 1. Assignment of functions 

600. AssIGNMENT OF Functions. The following assignment of functions is 
hereby made to the Agricultural Conservation Program Service: 

a. The er authorized by sections 7-17 of the Soil Conservation and 
Domestic Allotment Act, as amended (16 U.S.C. 590g, et seq.), except the naval 
Stores conservation program, 

601. REsERvATIONS. a. Reservations to the Secretary.—(1) Final approval of 
regulations under section 4 of the Soil Conservation and Domestic Allotment 
Act (16 U. 8. C. 590d) and under section 8 (b) of such act (16 U. S. C. 590h (b)) 
relating to the selection and exercise of the functions of committees. 

(2) Appointment of State ASC committeemen. 


CHAPTER 7. FARMER COOPERATIVE SERVICE 


Section 1. Assignment of functions 

700. ASSIGNMENT OF FUNCTIONS. The following assignment of functions is 
hereby made to the Farmer Cooperative Service: 

a. The programs authorized by the act of July 2, 1926 (7 U. S. C. 451-457) 
pertaining to cooperative marketing. 
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Section 1. Assignment of functions 


800. AssIGNMENT OF FUNCTIONS. The following assignment of functions ; 
hereby made to the Agricultural Marketing Service: 

a. Marketing research, related statistical and economic research, and jy, 
ments to State departments of agriculture under section 204 (b) of the Agric 
tural Marketing Act of 1946 (7 U. 8S. C. 1623 (b)). 

b. Transportation activities under section 201 of the Agricultural Adjustmay 
Act of 1938 (7 U. 8. C. 1291) and section 203 (j) of the Agricultural Marketi 
Act of 1946 (7 U. S. C. 1622 (j)). 

c. Research on off-farm handling, transportation and storage of agricultuy 
products, including investigations of insect infestations of off-farm stored produc 

d. Programs provided for in the Department of Agriculture Appropeiasion Ag 
for 1954 under the heading “Marketing Services’ and under the Agricultuy 
sa i Act of 1946 (7 U. 8. C. 1621-1627), except as otherwise assigned ) 
this title. 

e. Marketing Agreement and Order programs except those relating to anti-ha. 
cholera-serum and hog-cholera-virus. The functions under section 8e of ti 
Agricultural Adjustment Act (of 1933), as amended (7 U. 8. C. 608e). 


Depa 


f. Programs provided for in the Department of Agriculture Appropriation Aq fi Secti 
for 1954 under the heading ‘“‘Bureau of Agricultural Economies,” except as other. 10 
wise assigned in this title. herel 

g- Coordination of all statistical and related economic analysis work of tk a. 
Department, including the reviewing and clearing of all forms, survey plans, ani fe |-17 
reporting requirements originating in the Department and rqeuiring approval ¢ 10 
the Bureau of the Budget. cont 


h. Functions relating to food distribution including the school-lunch program, I the 
administration of section 32 of the act of August 24, 1935 (7 U. S. C. 612c) x (2 
supplemented by Public Law 165, 75th Congress (15 U. 8. C. 713c), the adminis b. 
tration of section 416 of the Agricultural Act of 1949 (7 U. S. C. 1431), excep ings 
the declaration and selection of commodities available for distribution, ani} pro 
working with the Federal Civil Defense Administration on problems of emergency 
food supply and distribution. In carrying out these functions, the Agriculturd 
Marketing Service shall, to the extent practicable, use the commodity procur 
ae handling, payment and related services of the Commodity Stabilization 

ervice. 


i. The Perishable Agricultural Commodities Act (7 U. S. C. 449a—499r). ne 
j. Export Apple and Pear Act (7 U. S. C. 581-589). 
k. Produce Agency Act (7 U. 8. C. 491-497). Pri 
1, Functions relating to agreements under section 708 (68 Stat. 912) of the Co 
National Wool Act of 1954 (68 Stat. 910). he 
801. Reservations. a. Reservations to the Secretary.—(1) Final action a th 


regulations under the Agricultural Marketing Agreement Act previously requiring 
approval of the President. 
(2) Issuance, amendment, termination or suspension of any marketing agree 
ment or order or any provision thereof. 
(3) Designation of marketing administrators and committees administering al 
marketing agreement and order programs. : 
(4) Approval and issuance of the monthly crop report (7 U. S. C. 411a) ani 
final action on rules and regulations for the Crop Reporting Board. of 
(5) Under section 708 (68 Stat. 912) of the National Wool Act of 1954 (68 Stat. C 
910), entering into agreements with, or approving agreements entered into betwee 


marketing cooperatives, trade associations, or others engaged or whose member a 
are engaged in the handling of wool, mohair, sheep, or goats or the products thered. S 
b. Reservations to the judicial officer.—(1) Final action in reparation proceeding, t 


in section 5 cases under the Grain Standards Act, and in proceedings pursuant 
sections 7 and 8 of the Administrative Procedure Act, except orders in rule | 
making under the Agricultural Marketing Agreement Act of 1937. ; 
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CHAPTER 9. FOREIGN AGRICULTURAL SERVICE 


ection 1. Assignment of functions 

900. ASSIGNMENT OF Functions: The following assignment of functions is 
erebv made to the Foreign Agricultural Service: 

a. Primary responsibilities for matters pertaining to agricultural] trade and rela- 
ionships with foreign areas, including functions under 19 U.S. C. 1354, 22 U.S.C. 
F(1, and sections 301 and 302 of the United States Informational and Educational 
‘xchange Act of 1948 (22 U.S. C. 1451-1452). 

b. Administration of section 22 of the Agricultural Adjustment Act (of 1933) 
33 amended (7 U. 8. C. 624), and export and import controls, except those under 
ection 8e of said Agricultural Adjustment Act (of 1933), as amended (7 U. 8. C. 
h08e). 

ce, Coordination of relationship in the field of its primary responsibilities between 
he Department of Agriculture and the State Department, other departments 
and agencies of the Government, and the Food and Agriculture Organization of 
the United Nations. 

d. Act as the liaison agency between the Department of Agriculture and the 
Department of State. 


CHAPTER 10. COMMODITY EXCHANGE AUTHORITY 


Section 1. Assignment of functions 

1000. ASSIGNMENT OF Functions. The following assignment of functions is 
hereby made to the Commodity Exchange Authority: 

a. Administration of the Commodity Exchange Act, as amended (7 U. 8. C. 
1-17a). 

1001. RESERVATIONS. a. Reservations to the Secretary.—(1) Designation of 
contract markets, promulgation of regulations and issuance of complaints under 
the Commodity Exchange Act, as amended. 

(2) Authority of the Chairman of the Commodity Exchange Commission. 

b. Reservations to the judicial officer.—(1) Final action in disciplinary proceed- 
ings under the Commodity Exchange Act, as amended, which are subject to the 
provisions of sections 7 and 8 of the Administrative Procedure Act. 


AGRICULTURAL STABILIZATION 
CHAPTER 11. COMMODITY STABILIZATION SERVICE 


Section 1. Assignment of functions 

1100. ASSIGNMENT OF FuncTIoNs. All functions heretofore assigned to the 
Production and Marketing Administration, which has been designated as the 
Commodity Stabilization Service, and not otherwise assigned in this title, are 
hereby assigned to the Commodity Stabilization Service. These functions include 
the following: 

a. Farm marketing quota and acreage allotment programs. 

b. Administration of the Sugar Act (7 U. 8S. C. 1100-1183). 

ec. Foreign assistance commodity procurement and supply. 

d. Emergency livestock feed programs under Public Law 875, 8ist Congress, 
and Public Law 115, 83d Congress. 

e. Administration of the International Wheat Agreement. 

f. Price support programs, except the administration of section 32 of the act 
of August 24, 1935 (7 U. S. C. 612c) as supplemented by Public Law 165, 75th 
Congress (15 U. 8S. C. 713c) as assigned to Agricultural Marketing Service. 

g. Procurement, handling, payment, and related services for section 32 purchase 
and export payment programs and for purchases under section 6 of the National 
School Lunch Act for the Agricultural Marketing Service, to the extent prac- 
ticable. 

h. Commodity disposal programs. 

1. Administrative supervision and direction of agricultural stabilization and 
conservation State and county offices. 

_j.. Activities under the Strategic and Critical Materials Stockpiling Act (50 
U. 8. C. 98-98h), except as otherwise assigned in this title. 

_k. Commodity Credit Corporation functions assigned in accordance with 
Commodity Credit Corporation bylaws. 
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1101. Reservations. a. Reservations to the Secretary.—(1) Approval of Ap 
pointment of committees for review of farm marketing quotas (7 P S. C. 1363) 

(2) Prescribing of farm marketing quota, acreage allotment, and referendum 
regulations pursuant to section 375 of the Agricultural Adjustment Act of 1938 
(7 U. 8. C. 1375 (b)). 

(3) Prescribing of regulations peat to section 372 of the Agricultura) 
Adjustment Act of 1938 (7 U. 8. C. 1372 (c)) for refund of marketing penalties 
erroneously, illegally, or wrongfully collected. 

(4) Control of the revolving fund established under the act of April 6, 1949 
(12 U. 8S. C. 1148a—-1—1148a-3). 

(5) Appointment of State ASC committeemen. 


CHAPTER 12. AGRICULTURAL STABILIZATION AND CONSERVATION COMMITTEES 


Section 1. Assignment of functions 


1200. AssIGNMENT oF Functions. The Agricultural Stabilization and Con. 
servation Committees will carry out in the field such functions as designated by 
the Commodity Stabilization Service and the Agricultural Conservation Program 
Service, and such other designated functions as may be authorized by law to be 
performed by such committees. 

1201. Reservations. a. Reservations to the Secretary—(1) Final approval of 
regulations under section 4 of the Soil Conservation and Domestic Allotment Act 
(16 U.S. C. 590d) and under section 8(b) of such act (16 U. 8S. C. 590h(b)) relating 
to the selection and exercise of the functions of committees. 

(2) Appointment of State ASC committeemen. 


CHAPTER 13. FEDERAL CROP INSURANCE CORPORATION 


Section 1. Assignment of functions 


1300. AssIGNMENT OF Functions. The following assignment of functions is 
hereby made to the Federal Crop Insurance Corporation: 

a. The Federal Crop Insurance programs. 

In accordance with the provisions of the Federal Crop Insurance Act, as amend- 
ed (7 U. S. C. 1505) and section 1 (b) of Reorganization Plan No. 2, 1953, this 


assignment is for record purposes only. The Corporation derives its functions 
from the act. 


AGRICULTURAL CREDIT 
CHAPTER 14. FARMERS’ HOME ADMINISTRATION 


Section 1. Assignment of functions 


1400. AssIGNMENT oF Functions. The following assignment of functions is 
hereby made to the Farmers’ Home Administration: 

a. The farm ownership program (7 U.S. C. 1001). 

b. The production and subsistence loan program (7 U.8. C. 1007). 

c. *The soil and water conservation loan program (16 U. S. C. 590r-z, Publie 
Law 597, 83d Cong.). 

d. The production disaster and economic disaster loan programs (12 U. 8. C. 
1148a). 

e. The speciat livestock laon program (Public Law 115, 83d Cong.). 

f. The fur loan program (12 b 8. C. 1148a; Public Law 255, 83d Cong.). 

g. The orchard loan program (12 U.S. C. 1148a). 

h. The farm housing program of loans and grants (42 U.S. C. 1471). 

i. The reserved minerals disposition program as to those mineral interests under 
the jurisdiction of the Farmers’ Home Administration (7 U. 8. C. 1033). 

j. The exercise of authorities, functions, powers and duties vested in the Secre- 
tary of Agriculture under the Rural Rehabilitation Corporation Trust Liquidation 
Act (40 U.S. C. 440). 

k. Liquidation and collection functions under the Farmers’ Home Administra- 
tion Act of 1946, and under the act of April 6, 1949, abolishing the Regional Agri- 
cultural Credit Corporation of Washington, D. C., and servicing and collection 
functions with respect to loans made under the item ‘‘Loans to farmers, 1948 flood 
damage,” in the Second Deficiency Appropriation Act, 1948, and under the item 


‘Loans to farmers, property damage,” in the First Deficiency Appropriation Act, 
1949. 
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|. The exercise of such compromise, adjustment, and cancellation authorities, 
functions, powers, and duties vested in the Secretary of Agriculture under the act 
of December 20, 1944 (12 U. S. C. 1150), as may have applicability to the pro- 
zrams enumerated herein. 
~m. The disposal of such surplus real property under the jurisdiction of the 
Farmers’ Home Administration as the Secretary may be authorized to dispose of 
by the Administrator of the General Services Administration. 

“n. Servicing and collection of accounts arising out of, and management and 
disposition of mineral interests reserved in, the administration of the acts relating 
to water conservation and utilization projects. 

o. The establishment of rules and regulations for determining the eligibility of 
farmers and stockmen for assistance in obtaining livestock feed, including hay, 
under cooperative agreements with the several States executed pursuant to Public 
Law 875, 81st Congress, and the allocation of funds dated October 7, 1953, or 
pursuant to programs administered under the authority of Public Law 38, 81st 
Congress, or section 301 of Public Law 480, 83d Congress, and the certification of 
eligible applicants pursuant to such rules and regulations by county committees 
established under the Bankhead-Jones Farm Tenant Act, as amended. 

p. The Special Emergency Loan Program (Public Law 727, 83d Cong.). 

1401. ReseRVATIONS. a. Reservations to the Secretary.—(1) The control of the 
revolving fund established under the act of April 6, 1949, as amended (12 U.S. C. 
1148a-1 to 1148a-3). 

(2) The designation of areas where production disaster loans may be made, 
except that credit may be extended by the Farmers’ Home Administration without 
further designation by the Secretary when a new production disaster occurs in an 
area previously designated as a disaster area by the Secretary, but only during the 
period within which initial applications for loans in such areas are authorized. 

(3) The finding that an economic disaster has caused a need for agricultural 
credit that cannot be met for a temporary period from responsible private or other 
public sources, 

(4) The appointment of special livestock loan committees. 

(5) The approval of special livestock loans in excess of $50,000. 

(6) The determination, under Public Law 760, 8ist Congress, as to whether 
there is any active mineral developmert of leasing in any area. 

(7) Requests to the Secretary of the Treasury for loans for the prosecution and 
administration of any of the programs enumerated herein. 

(8) The designation of areas in which Special Emergency loans may be made 
(Public Law 727, 83d Cong.). 


CHAPTER 15. RURAL ELECTRIFICATION ADMINISTRATION 


Section 1. Assignment of functions 

1500. AssIGNMENT OF FuNcTIoNsS. The following assignment of functions is 
hereby made to the Rural Electrification Administration: 

a. The rural electrification program. 

b. The rural telephone program. 

1501. Reservations. a. Reservations to the Secretary.—(1) Requests and certifi- 
cations to the Secretary of the Treasury in connection with loans to the Adminis- 
trator of the Rural Electrification Administration for the rural electrification and 
rural telephone programs. 


NEED FOR CONFIRMATION OF POLICIES 


Mr. MarsHauu. Having observed the work of the Department of 
Agriculture over the past year, it seems to me, Mr. Roberts, and I am 
only expressing this now as a personal opinion, there is nothing in 
the hearings to either confirm my feelings or to deny them, but I am 
under the impression that a certain amount of uncertainty exists 
upon the failure of some of the people who are making policy to 
assertively confirm policies that have previously been in operation. 
I think that some of the people in the Department of Agriculture, 
have the feeling of uncertainty as to whether to go ahead with this 
policy or whether not to, because there is just a feeling of doubt as 
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to whether that is presently the policy of the Department of Agricy). 
ture. 

As I state, I have nothing in the hearing to confirm that. It has 
been more a matter of a personal observation than being able to pu; 
my finger on something directly related to that. 

Mr. Roperrts. I can understand, Mr. Marshall, how some of tha; 
might occur just by reason of a change of administration. The new 
administration coming in did precisely what prior administrations 
have done under similar circumstances. They went ahead with the 
authorities and programs that were then in existence, and have 
modified them one by one as they reviewed the programs and a; 
determinations dictated the need for modification. At the same time. 
I suppose, a good many people in the field wondered, just out of human 
curiosity, what the new administration was going to do about this 
policy or that program. I suppose in some areas, there was a lot of 
discussion at the field level as to whether they would take one course or 
another. 

Mr. MarsHatu. The members of this committee have felt that we 
should not be too impatient with the Department of Agriculture, but 
a period of 2 years, I think, you will agree with me, Mr. Roberts, that 
some of that fear ought to be allayed and we ought to settle down to 
more stability. 

Mr. Roserts. I would be very much surprised if much of it has 
not been allayed, Mr. Marshall. Of course, you recognize that we 
have had a reorganization. We have had a reorganization that cut 
across agency lines, and that always creates some confusion and 
concern for a time on the part of employees. I suppose this one 
didn’t create any more concern than the one which created the old 
PMA in 1946. We have also had a good deal of organizational change 
within agencies with some changes in staff members and so on. All 
of those things create some feeling of concern on the part of employees, 
whether they are in the Department of Agriculture or elsewhere. 
But I feel most of that is overcome. 

Mr. MarsHauu. We have before us now the Office of the Secretary. 
What means does the Secretary have at his disposal to investigate or 
to inquire into the attitude of the farmers, to the service of activities 
of the Department of Agriculture? 

Mr. Roserts. We have no staff attached to the immediate office 
of the Secretary for that kind of work. We have to rely on other 
means of doing it. A lot of consideration was given last spring and 
during the early summer months as to how best a review might be 
made of those areas in the field. As a result of discussions within 
the Department, with staff members of the Hoover Commission, wit! 
the Bureau of the Budget and others, it was felt that the best thing 
would be to get together a sort of task force of Department of Agr- 
culture employees, to make what we called a reconnaissance survey: 
It was not an intensive study; rather it was a quick look at what we 
are doing in the field, what is the reaction of farmers and the public 
generally at the local levels, and of our own employees, regarding the 
work of the Department in the field. 

With the assistance of people who make studies of this kind that 
require selection of a proper sample, we worked out in the Department 
what we considered to be an appropriate sample, and sent people into 
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about 9 States, selecting three counties within each of the 9 States. 
We tried to select States and counties in the review that would cover 
all types of agriculture, and all types of agricultural activities that are 
involved in the agencies of the Department. In one or two instances 
we tried to select counties where all of the activities of the Depart- 
ment were existent. Each group turned in a report of the reactions of 
the local people. Those reports are now being analyzed and sum- 
marized, and the results will be made available to the Secretary within 
the next 3 or 4 weeks, I hope. 

Mr. MarsHatt. I am glad that the Secretary is doing this, because 
it was repeatedly called to my attention, certainly among farmers, 
about their interpretation of philosophy and administration of the 
Department of Agriculture. I hope that the Secretary continues a 
study of this kind in order that he may be as close to the farm as 
possible. 

I believe that it would be well for considerable attention to be paid 
to that phase of the work of the Department of Agriculture. 

Mr. Rozerts. It may be that the group responsible for the survey 
will make some recommendations for further reviews of that kind. 
I think a review periodically would be beneficial. 

Mr. Marshall, we have looked at various alternative ways of 
doing this kind of job. We considered the possibility of bringing in 
an outside consulting group, and of getting in a committee made up 
of farm organizations and people of that kind. But after analyzing all 
of the facets that were involved, it looked to us like we would do a 
better job if we took people from within the Department who knew 
the agricultural programs, who had been there for a number of years, 
and who have had an opportunity to observe various programs and 
operations; obviously we didn’t use them on their own programs. 


REFERENDUM ON WHEAT 


Mr. MarsHatu. I asked you a moment ago what you were doing in 
the Secretary’s Office concerning the pending referendum on wheat? 

Mr. Roserts. Initial planning work on wheat is being done in the 
Stabilization Service which is under Mr. McConnell. 

Mr. MarsHauu. The Secretary as yet has not made any announce- 
ment. 

Mr. Rozerts. No announcement has been made, but I am sure it 
has been the subject of discussion at the secretarial level with the 
Secretary, Under Secretary Morse and Mr. McConnell, so that there 
will be ample opportunity for farmers to know what the issues are 
and to be advised of them sufficiently soon so that appropriate 
decisions can be made in their own mind. 


PROPOSED TRANSFER OF INVESTIGATORS 


Mr. Narcuer. You point out to the committee that the Depart- 
ment is seriously considering the transfer of some ten investigators 
over into the office of personnel and two of these, I believe, are from 
the Farmers’ Home Administration, is that correct, Mr. Roberts? 

Mr. Roserts. Yes, sir. 

Mr. Natcuer. Mr. Roberts, the members of this committee 
believe that the Farmers’ Home Administration serves a group of 
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farmers who have no chance to be helped by any other organization 
I was just wondering if instead of transferring two investigators oy; 
of the Farmers’ Home Administration you could not secure them fron 
some other division. _It seems to me that Farmers’ Home Adminis. 
tration should be strengthened in every way possible. I am jus, 
wondering if the transfer of anyone would be advisable at the presen 
time. 

Mr. Roserts. I don’t believe you understood fully what the pro. 
posal is, Mr. Natcher. Let me explain it again. 

Mr. Natcuer. All right. 

Mr. Roserts. The Farmers’ Home Administration has what they 
call an Internal Audit and Compliance Investigation Unit. They cail 
it the Examination Division. In that division, they have 23 peopl 
in Washington and 51 in the field, a total of 74. Nearly all of thos 
people, all of them except two, or the equivalent time of 2 man-year, 
are being utilized in investigations of loan activities, investigations of 
compliance with regulations, and so on. But two people, or the 
equivalent of 2 people, out of that 74 are conducting what we refer to 
as personnel investigations—the conduct of an employee who con- 
ducted himself improperly, or who perhaps committed a misdemeanor 
or a felony of some kind—to find out what position the Department 
should take with regard to his continued employment. It is only 
those two that we are considering the desirability of moving, and if we 
move them, we will also move the responsibility for that kind of 
investigation. So that we will not be leaving the Farmers’ Home 
Administration with any less force to do the job that is left with them. 

Now, there are two very important advantages to doing that. 
They apply to other units as well as the Farmers’ Home Administra- 
tion. Many of the complaints requiring investigation of the conduct 
of employees come to the Department, not to the agency in which 
the person is employed. For example, a charge may be made against 
a supervisor in the agency. Obviously, the investigation must be 
conducted in confidence without getting to the person who is respon- 
sible for the condition. That may not be possible, however, if you 
have to go to the agency itself to get the people to make the investi- 
gation of one of their own people—the important thing is that 
personnel investigations are a different type of investigation than is 
made by the internal auditor in his program appraisal work. Those 
two fellows are conducting investigations of the same character that 
people in several other agencies of the Department are conducting. 
It is believed that if they are centralized there will be better oppor- 
tunity for adequate supervision of that kind of investigation, and for 
working out important priorities. 

Mr. Narcuer. Right at that point, Mr. Roberts, what you mean 
to say to this committee is that these 10 investigators that are to be 
transferred will simply have their duties extended. They will be 
doing the same kind of work but they will be doing additional work. 
is that what you mean? 

Mr. Rozserts. They would be doing the same kind of work but 
they would be doing it under a consolidated unit, under one super- 
vision, and the Department unit then would be responsible for ll 
the investigations of this type in FHA as well as all the other agencies. 
FHA would not then have that responsibility. 
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Mr. Natcuer. This centralization would make possible more 
efficient and economical use, is that correct? 

Mr. Roserts. That is right, Mr. Natcher. 

Mr. Natcuer. Thank you, Mr. Roberts. 


MEETING WITH THE NATIONAL AGRICULTURAL ADVISORY COMMISSION 


Mr. Natcuer. Are you privileged to sit with the National Agri- 
cultural Advisory Commission when it meets? 

Mr. Roperts. I am not excluded from it, Mr. Natcher. I have 
the opportunity of going into the room and listening to any dis- 
cussions that they may have. The work of the Commission is not 
my responsibility, however. Since the work of the Commission is 
not my responsibility, and my own duties keep me so busy, I do 
not have much time to attend those meetings. 

Mr. Natcuer. Since the Commission was set up in 1953, have 
you attended any of the meetings? 

Mr. Roperts. Yes, sir; I have attended 3 or 4, particularly at 
times when matters within my general area of responsibility were 
under discussion, or when matters were being considered that had an 
important bearing on work for which I have general responsibility. 

Mr. Natcuer. Does that same hold true as far as Mr. Morse is 
concerned and the other Assistant Secretaries? They are also priv- 
ileged to sit when the Commission meets? They are not necessarily 
parties but they are privileged to sit, is that correct? 

Mr. Roserts. The Commission has a more direct responsibility in 
their areas, Mr. Natcher, because the Commission is dealing primarily 
with agricultural policy, while the area in which I am working is 
administrative. 

Mr. Morse has general responsibility for the work of the Commis- 
sion. He and Mr. Paarlberg arrange the meetings and attend nearly 
all of them. The Secretary always participates for a time at each 
meeting, and the other Assistant Secretaries who are working in pro- 
gram areas almost invariably have matters on the agenda of the Com- 
mission that require their attendance. 

Mr. Natcurer. Mr. Roberts, notwithstanding the fact that Ken- 
tucky is not represented on this particular Commission, I understand 
that the Commission is composed of a number of outstanding farmers. 
Have any of the suggestions made by the Advisory Commission been 
put into force and carried out? 

Mr. Roserts. I would prefer that that question be directed to 
Mr. Morse who works directly with the Commission. 

Mr. NarcuEr. You stated to this committee that you attended 
how many meetings? 

Mr. Roserts. I have been in on particular matters discussed at 
3 or 4 meetings. 

Mr. Narcuer. Do you recall any one subject which was discussed 
that would be of interest to the farmer and was later carried out? 

Mr. Roserts. I am sure I do. When you say, of interest to the 
farmer, that is a rather broad statement. 

Mr. Natcuer. That is the way I intended it to be. 

Mr. Roserts. I always attend on those matters that are within 
my responsibility. Bear in mind that my jurisdiction is an admini- 
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strative one, so when I attended we discussed such questions ag pp. 
orientation of the information program in the Department, the Setting 
up of the publications review committee that we will discuss when th, 
Office of Information is here later this afternoon. The Commisgio, 
made very definite recommendations that were carried out. [ gq; 
in. with the Commission and discussed with them the question 9 
whether it is a good policy for the Departmeat of Agriculture to locatp 
some of its activities on the campuses of land-grant colleges—Ok\. 
homa is a good example. The Commission very definitely mad: 
specific policy recommendations there which are being carried out, 

Mr. Natcuer. I am glad to hear that, Mr. Roberts. 

Mr. Roperts. The field services review, which I explained ag , 
result of Mr. Marshall’s question a little earlier, was discussed with 
the Commission when we were trying to determine which coury 
might be the better one to follow. Mr. Coke, the Assistant Unde 
Secretary then in charge of Federal-States relations, was the chairman 
of that committee, but I was a member of it, and I sat in when that 
matter was discussed with the Commission. The Commission advised 
with us on possible courses to take in conducting the survey. 

Mr. Natcuer. Generally speaking, Mr. Roberts, I am in favor of 
an advisory commission such as the National Agricultural Advisory 
Commission providing that suggestions which are worth while ar 
acted upon or at least given some consideration. 

Mr. Roserts. I am sure, Mr. Natcher, if you were to talk with 
Mr. Morse or Mr. Paarlberg who have been closely affiliated with 
the work of the Commission, who know the details of all the items 
that have been on the agenda, and who are fully aware of the discus 
sions that have taken place in the Commission, you would be satisfied 
with its work. As you know, it is a bipartisan group. In the 
Executive order setting it up, the number of farmers that are on the 
Commission is specifically provided for. I think it is a very good 
Commission that is doing excellent work. 

Mr. Horan. I have no particular questions to ask, Mr. Roberts. 
We have known you a long while, those of us who have served on this 


committee and I want to pay you a compliment for the work you have 
done through the years. 


Mr. Roserts. Thank you, sir. 
HIGH COST OF PROCESSING SMALL PURCHASES 


Mr. Horan. Did you bring that pamphlet you put out regarding 
expenditures for small purchases so that we can save money? 

Mr. Roserts. Yes, sir. Here is a recent edition. 

Mr. Horan. This is an example, I want to say to the rest of the 
committee, that appeals to me. Before you did this, how much did 
it cost to process a $1 purchase, for instance, on the average? That 
could be approximate. The Hoover Commission, I might add, had 
some rather astounding examples of the high cost of processing relt- 
tively simple expenditures. There are many situations, of course, 
that alter each purchase. But this is one type of administration that 


does hold down the expenditure of funds for purposes that do no one 
any good. 
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Mr. Roserts. Regarding the specific question you asked, I have 
been so far removed from the details of this work that I cannot 
answer it here, but we can put something in the record on it. 

Mr. Horan. I think it would be well to do so. 

(The information requested follows:) 


While the Department knows of no other recent comparable study, the Hoover 
Commission as indicated above, did report some rather astounding examples of 
the high cost of relatively small purchases. In fact that Commission indicated it 
cost more than $10 to process a purchase transaction. Such cost, it is understood 
was developed by capturing all costs incident to the purchase and payment 
thereof and considered normal purchase procedures since few of the simplified 
methods of purchase were then specifically authorized. In other words, most 
transactions were ordinerily covered by individual formal purchase orders which 
were typed and numerous copies distributed; related fiscal processing costs, as 
well as purchasing costs, were high. 

In an effort to eliminate or reduce certain costs in processing these necessary 
small purchases the first small purchase pamphlet was issued by the Office of 
Budget and Finance in 1949. This pamphlet emphasized the planning aspects 
of purchasing in order to reduce the number of orders which would otherwise be 
necessary; such planning also tended to reduce the number of requisitions and 
since there is a direct relationship between the total cost of purchasing and the 
number of individual orders or other documents processed, emphasis was directed 
first toward the reduction in the number of formal orders and secondly toward 
the use of a simple pocket-size purchase order which was less costly to process. 

Subsequent to House Report No. 1224, dated October 20, 1951, in which certain 
recommendations were made concerning procedures in the small purchase area 
the Department made further progress by adopting other simplified methods 
of consummating these small purchase transactions. Once again efforts were 
directed not only toward the planning aspects of purchasing but also toward the 
elimination or reduction in the issuance and processing of paper. To this end 
charge accounts or blanket purchase arrangements were authorized; petty cash 
payments were permitted and use of a revised pocket-purchase order-voucher was 
expanded. All of these processes for accomplishing necessary small purchases 
together with many other suggestions for reducing paper work were covered in 
the revised edition of the small purchase pamphlet. 

Therefore, in dealing with this problem for a number of years it seems to the 
Department that it is not so much a question of how much does it cost to process 
a purchase order or a purchase transaction. Generally, when by proper planning, 
you substantially increase the number of line items on a purchase order the cost 
of issuing and processing such an order increases; however, it will cost substantially 
less than issuing a number of individual orders for the same number of items. 
Hence by planning requirements, using petty cash and providing for charge 
accounts the Department is reducing the processing of papers and effecting savings 
incident thereto. This is believed to be the most effective means of reducing costs 
in this area of purchasing. 


Mr. Roserts. It is important, as the foreword of this pamphlet 
indicates, that the purchase of a dozen screws for 15 cents could incur 
an administrative cost of $5 if you followed the procedures that 
vou do for a larger purchase. At the same time our analysis of 
Department operations indicates that 40 percent of the orders on 
commercial sources, by the Department of Agriculture, are for $10 
or less; however, 50 percent of these orders were accomplished under 
some of the simplified methods described in the pamphlet. It is 
obvious that we must continue to follow commercial practices in 
this small purchase area. We have developed and installed in the 
Department a number of alternative ways of purchasing that gets 
about as close as we can to general business practice; that is, as close 
as Government regulations will permit us to do. We think that if 
we can get proper implementation of this small-purchase procedure 
we will have gone about as far as we can, under Government limita- 
tions, in adopting economical ways of handling small purchases. 
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Mr. Vurse.u. I do not believe I have any questions, Mr. Chai: 
man. I am very well pleased with the statements that have bem 
made by Mr. Roberts and the staff. I think they are doing a {iy 
job and I believe when they get this investigatory power centralize 
that it will work out to the good of the entire Department. 

As I understand it, one reason for doing that is an old axiom: yo 
never permit anybody to investigate himself solely, so that this spreads 
it out so that it is a central authority and all of the investigations ay 
made and Farmers’ Home will be taken care of in very good shape an( 
we hope and believe that the net result will be good administratiy, 
practice. 

Mr. Roserts. We feel definitely that would be the case in the» 
personnel investigations. 

Mr. Vursevu. That is all, Mr. Chairman. I agree with the cop. 
sensus of this committee, however, that we have confidence in Mr. 
Roberts and his organization. 


APPOINTMENT OF STUDENTS ATTENDING LAND-GRANT COLLEGES 


Mr. Horan. Mr. Chairman, I would like to commend Mr. Roberts 
once again for this attempt that is being made to have the curriculum 
of our land-grant colleges particularly kept up to date with the moden 
needs of agriculture. I wonder if you would care to discuss that any 
further? 

Last year, I believe in our testimony, we found that, Ames and 
several other colleges now are having schools for soil conservation 
engineering. Would you care to comment further on that? 

Mr. Roserts. I would be glad to comment further on one aspect 
of it, Mr. Horan. Under our present regulations and the delegations 
of authority we have from the Civil Service Commission, it is possible 
for us in certain areas—and the soil conservation students is one—it 
is possible for us to set up examining boards and make appointments 
directly. It is also possible through an intern program that has been 
developed to take those boys when they have finished their second 
year of school and give them work during the summer for two summers 
—at the end of their sophomore year, and at the end of their junior 
year. Then if they are iaherestah in a job at the end of their senior 
year, and vacancies are available, we can take them right from school 
and appoint them without further delay for examination, and without 
the difficulties that are attendant when you have to draw names from 
a civil-service register and take the highest one of them. It eliminates 
the difficulties that you are confronted with when you go to a student 
who is graduating from college and say, ‘I can’t offer you this partic- 
ular job; you must take an examination. But you take the examini- 
tion, and if you get high enough on the civil-service list, we can appoill 
you”. That places the Government at a distinct disadvantage. 
And that is one of the reasons that the Government is not getting 
the best graduates today from our colleges throughout the country. 

It applies not only in the area of ane conservation but in other 
fields. Private industry can go into a school and offer a man 4 
specific job at a specific salary; they can tell him the day he can come 
to work after he gets out of college. Unless we develop some special 
programs such as we are trying to do here, we cannot do that, and the 
graduate is not going to turn down private job opportunities for 
qualified Government opportunities that are contingent upon uncer- 
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tain future events over which he has little or no control. So we must 
get ourselves in a position where we can offer him something that is 
just as specific as industry can offer if we expect to get him. We are 
working toward that end. 

Mr. Horan. Dr. Wickers who was head of the Chemistry Division 
at the Bureau of Standards follows a similar practice. I think it is 
commendable. He will take chemical engineers in their junior year 
and give them summer work to help them with their student work and 
to develop into good chem engineers, and with the hope that perhaps 
some of them will stay with the Government after their graduation. 

Mr. Roperts. I am glad you mentioned that because that is the 
other important side of the story. If they have an opportunity to 
work with us during the summer months for a couple of summers 
then they can see what the working conditions are, what the interests 
of the job are, and they are better able to make a determination that 
they want to come with the Government, and will be happy with it. 

Mr. Horan. Thank you. 


SUMMARY OF INCREASES REQUESTED 


Mr. MarsHauu. Mr. Roberts, you asked for an increase in three 
categories, budget and finance, personnel, and immediate office of the 
Secretary. Would you give us a breakdown of those positions? 

Mr. Rosegrts. I would be glad to, Mr. Chairman. I have a sheet 
here. 

Mr. MarsHatu. It will be inserted in the record at this point. 

(The information requested is as follows:) 

Office of Personnel: 
3 GS-11 at $5,940 He | ' $17, 820 
TPRVER sede addsnoetannt seats eens asiatl: eas tisiceanas take tae 2, 180 


TOU ee ee ca ee ere tan J 20, 000 


Office of Budget and Finance: 
1 GS-14_ Be. ok : 2232 => 
1 Beil. <:; se sci cae lah ie tee aarti oes 
— $15, 540 
"LYGVGli oan tes : <i beet se 1, 260 


16, 800 


Imme diate Office of the Secretary 


$16, 205 
3, 595 


19, 800 
Mr. MarsHauu. Thank you, gentlemen. That will conclude our 
hearing on this item. 


58682—55—pt. 3——_44 
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Tuurspay, Marcu 8, 1955 


OFFICE OF INFORMATION 


WITNESSES 


RALPH 8S. ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY 
OF AGRICULTURE 
R. LYLE WEBSTER, DIRECTOR OF INFORMATION, OFFICE OF jy. 
FORMATION 

J. H. McCORMICK, ASSISTANT DIRECTOR OF INFORMATION. 
OFFICE OF INFORMATION 

FRANCIS A. SHEA, EXECUTIVE ASSISTANT TO THE DIRECTOR. 
OFFICE OF INFORMATION 

GALEN YATES, CHIEF ADMINISTRATIVE MANAGEMENT DIVISION 
OFFICE OF INFORMATION 

JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET or. 

FICER, DEPARTMENT OF AGRICULTURE 


SALARIES AND EXPENSES 


Amounts available for obligation 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estimate 


Appropriation or estimate - - eet ro Mee ee $1, 196, 000 $1, 238, 000 
Transferred, pursuant to Public Law 286, from 
“Salaries and expenses, Office of the Solicitor, Agricul- 


RO ooo os ce eens nen senes cnncmaadneenedasessnounennes Wish eccca cunts cneet. .. 
“Tae ene expenses, Rural Electrification Adminis- 

ee co EES eS ep ee ee en eee ee OE rt tesa eek aeiak ambien 
“Removal of surplus agricultural commodities’’........... ee fncxchens<cauks te ae 

Adjusted appropriation or estimate___________________-- 1, 223, 000 1, 196, 000 1, 238, 000 


Reimbursements from non-Federal sources 





Reimbursements from other sources.......................... 47,150 | 16014) 16, 014 
Total available for obligation __-._..........--.---------- 1, 271, 712 1, 212, 014 be 1, 254, 014 
Unobligated balance, estimated savings...............-.-.---. WU lan a i 
eo eo 1, 257, 356 ~~ 4, 212, 014 4, 254, 014 
Comparative transfer from— 
‘Agricultural Marketing Act, Agriculture’. _........._._. 27, 859 
‘Salaries and expenses, ‘Agricultural Research Service’’__ 3, 430 
“Salaries and expenses, Federal Extension Service’’_-_____- 4, 975 
“Salarics and expenses, Forest Service’’..............-...- 3, 655 
“Conservation operations, Soil Conservation Service’’___- 3, 800 
‘*Marketing research and service, Agricultural Marketing 
IT hid ahi alk tine dn an ara ain weed decane aeemieainnateas 4, 160 
SR ii icin rasduskcdbaizbcpita dich adi: 1, 305, 235 1, 232, 014 1, 254, 014 





Note.—Reimbursements from non-Federal sources above are from proceeds of sales of personal property 
eos 8. mn (c)) and the furnishing of reproductions of photographs and of motion-picture footage (7 
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Description 


Direct Obligations 


Publications review and distribution 
9 Review and distribution of current agricultural information. 
Review, preparation, and distribution of agricultural infor- 
mation by radio, television, exhibits, and motion pictures 
{. Obligations under reimbursements from non-Federal 
i oa 


Total direct obligations -__- 
Obligations Payable Out of Reimbursements From Other Accounts 
Publications review and distribution 
» Review and distribution of current agricultural information 
3 Review, preparation, and distribution of agricultural infor- 
mation by radio, television, exhibits, and motion pictures 


Total obligations payable out of reimbursements from 
other accounts. ....-.--- “a ééa . ‘ 


Total obligations... - -- 


Obligations by activities 


1954 actual 


$639, 119 
384, 041 


233, 363 


1, 553 


| 1955 estimate 


$604, 604 
362, 535 


246, 771 


1956 estim 


$628, 694 
362, 535 


246, 771 





2h, O84 
20) 


‘2 


12, 455 


l, 238, 000 





Obligations by objects 





Object classification 


1954 actual 


1955 estimate 


1956 estimate 





Summary of Personal Services 


Total number of permanent positions - ------- -- 
Full-time equivalent of all other positions--- 
Average number of all employees 

Number of employees at end of year. .-- 


\verage salaries and grades: 
General schedule grades: 


Average salary.....-.---.--- 
Average grade____--------- 


Personal service obligations: 


Permanent positions_- 
Positions other than permanent eee 


Regular pay in excess of 52-week base...-. 
Payment above basic rates_...------------ 


Total personal service obligations - - - 
Direct Obligations 


Personal ser vices 





Transportation of things 

Communication services - - - - --- -- 

Printing and reproduction 

Other contractual services 
Services performed by other agencies...___----__--- oe 

Supplies and materials 

Equipment ; 

Tames Ge oe... 5. SRT A | 


ee nn. Caecicmereubimeauae Pl 


Obligations Payable Out of Reimbursements From Other 
Accounts 
~ Sees. s 2.4.2... Gidacbaskaak eenne antonio 
ransportation of things 
Printing and reproduction 
Other contractual services: 
Services performed by other agencies 
Supplies and materials 


Total obligations payable out of reimbursements from | 
other accounts 


$4, 948 | 


GS-6.7 | 








$610, 334 
1, 886 | 
2, 300 
1, 359 





615, 879 


586, 451 


| 





572, 448 | 
7, 213 | 
_3, 623 
77, 730 

549, 424 | 
7, 309 | 
82, 102 | 

022 | 
147i 
734 





1, 258, 076 


43, 431 


14, 624 
~ 750 
640 





47, 159 | 


16,014 








1, 232, 014 


1, 254, 014 
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Analysis of expenditures 
(Balances fo r June 30, 1954, are certified under sec. 1311, Public Law 663) 





— 


1954 actual | 1955 estimate | 1956 estimay 











Obligated balance brought forward ---.........--...---------- $512, 539 $804, 729 $600, 7% 
Obligations incurred during the year_.-__-_--_-.--.---- tie 1, 257, 356 1, 212, 014 1, 254, 014 
annonce shniyeteetenctieeee 
1, 769, 895 2, 016, 743 1, 854, 743 
Adjustment in obligations of prior years_...............-..--- WERENT ssc cakcogttueth ss 
I in Sickie ox nin 84h site e tae hte od eSiexkeese —48, 712 —16,014 —16, 04 
Obligated balance carried to certified claims account... _.__-- a, § A SES St ad 
Obligated balance carried forward. -___...........-...-------- —804, 729 —600, 729 —518 7H 
Total expenditures.................--------ce----eeeeee- 906,315 | 1,400,000} 1, an. ay 
Expenditures are distributed as follows: | 
Out of current authorisations. ............:.........-.-..- 674, 485 800, 000 820, 000 
500, 000 


I Rett Oa ee 231, 830 600, 000 | 





SUMMARY JUSTIFICATION DATA 


Mr. MarsHauu. The committee will come to order. At this point, 
we will insert pages 318, 320, 321, and 323 through 332 of the justif- 
cations. 

(The pages referred to follow:) 


Purpose STATEMENT 


The Office of Information was established under its present name in 1925 as 4 
consolidation of functions formally organized as early as 1889, to coordinate in the 
Department the dissemination of information useful to agriculture as directed by 
the Act establishing the Department of Agriculture in 1862. 

The Office has general direction and supervision of all publications and other 
information policies and activities of the Department, including the final review, 
illustrating, printing and distribution of publications, clearance and release o! 
press, radio, television, and magazine materials, maintenance of central files of 
news and general illustration-type photographs; and the preparation and dis- 
tribution of exhibits and motion pictures. The Office publishes the Yearbook of 
Agriculture, the annual report of the Secretary of Agriculture, the Department 
Directory, the Department List of Publications; handles the details of distributing 
farmers’ bulletins allotted to Members of Congress; and services letter and tele- 
phone requests for general information received in the Department. It also pro- 
duces motion pictures, art, and graphics materials and photographie work for 
Department agencies and for other Government agencies through reimbursements. 

Decsiet employment as of November 30, 1954, totaled 208. The Office has no 
field employees, except part-time or intermittent workers for seasonal use in dis- 
playing exhibits at State fairs and similar agricultural activities. 

Appropriated funds: 


Mere, POU. nk eck bi i ccweccacetdc ee. Ve $1, 216, 000 
nee mil atta oie be erinieeeai 1, 238, 000 
Salaries and expenses 

Appropriation Act, 1955__----- ae a a a $1, 196, 000 


Activities transferred in 1956 estimates from other appropriations for 
transfer of news-type photographic services (shown in detail in 





project statement below) 5... SEE eds SST es bt) as + 20, 000 
Transfer in 1955 from ‘‘Administrative expenses, Commodity Credit 
III tacttased Dlantisn dee towadad sin xe es cient) OS eal + 16, 014 
SS ai i aN a a a al 1, 232, 014 
Budget estimate, 1956: 
Oo i i a a $1, 238, 000 
Transfer from ‘‘Administrative expenses, Com- 
modity Credit Corporation’ ____._..-...------ 16, 014 954, 01 
————_ 1, 254, t 


iii I. a i a ee ald + 22, 000 
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1956 


To enable the Office to handle more expeditiously the volume of 
direct requests for agricultural information and publications 
To provide funds for printing the Department’s List of Publications 


and Farmers’ Bulletin Lists_- 


Project statement 


Project 


1. Publications review and distribution - 


2, Review and distribution of current agricul- | 


tural information - -- - 
3, Review, preparation, and distribution of agri- 


cultural information by radio, television, | 


exhibits, and motion pictures 
Unobligated balance 


Total available or estimate 
Transfer from: 


“Administrative expenses, 
Credit Corporation”? - _- 


Commeay 


Subtotal... - ste piaucant eee a cka 
Transfers pursuant to Public Law 286 from: 
“Salaries and expenses, Office of the Solici- 
tor, Agriculture’’.- - 
“Salaries and expenses, Rural Electrifica- 
tion Administration”’ 
“Removal of surplus agricultural com- 
modities’ ‘ 
T ransfe rs in 1955 estimates from: 
“Agricultural Marketing Act, Agriculture” 
Transfers in 1956 estimates from: 
‘Salaries and expenses, Agricultura] Re- 
search Service’’ 
“Salaries and expenses, Federal Extension 
Serv ice”’ 
“Salaries and expenses, Forest Service’’ 
“C onservation operations, Soil Conserva- 
tion Service’’... 
“Marketing research and serv ice, Agricul- 
tural Marketing Service’ 


Total appropriation or estimate ______- 





$644, 714 


391, 486 


236, 337 
14, 356 


1, 286, 893 


—16, 014 


1, 270, 879 


— 50, 000 | 


—9, 500 | 


—3, 500 


— 27, 859 


—3, 430 | 


—4, 975 
—3, 655 


—3, 800 
—4, 160 


1, 160, 000 





1955 
(estimated) 


$612, 289 


369, 980 


L 232, 014 


—16, 014 | 


i 216, 000 | 


Increase (+) 
or de- 
crease (—) 


+-$22, 000 


+22, 000 | 


+8 5OO 


+ 13, 500 


1956 
(estimated) 


$634, 289 


369, 980 


745 


249, 


| 254, O14 


—16, 014 
1, 238, 000 
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Supplementary project statement _ = 


ecessary 
esponsib 


Significat 






(The following schedule reflects a more detailed analysis of the obligations showy 
in the regular project statement.) 















— 


Increase (+) 




















1955 ‘ 1956 Reorga 
Project 1954 (estimated) on ahd (estimated ary dire 
siecbeasetel __ BMorder to 
ontre 
Publications review and distribution: to a 
Publications management... _.___.-_.....-. $66, 286 GE. ince ite $73, 93 yn the 1 
Printing procurement... -.....-..--.-...--- 39, 161 hs ore | ee 39,018 Mantion WO! 
Inquiries and distribution..__-.........__. 275, 518 238, 687 +$8, 500 247,187 HR Extensic 
Printing, including farmers’ reprints, | ; Infor 
bulletins, and lists.....-...--.--.-.....2. 263, 749 261, 383 +13, 500 274, 9) EO! ma 
reorg 
NE Kee eet asdskh octane de custane 644, 714 612, 289 +22, 000 634,20 HAR informa’ 
Review and distribution of current agricultural av , Mem 
information: (later sl 
ree oe abe Oe ok 113, 397 GE GR Pit racine 97, 46) publicat 
Preparation of reports...................-.- 65, 089 PEED bxconnncnwtghal 59, 519 ‘ccned ¢ 
Printing Agriculture Yearbook........_.._. 213, 000 I iss Soonanscce 213. 0p a ie 
ioe pube 
aes cunencaun wi ncmitieemasenineenle 391, 486 SES laktccivetans 369, 98 coordin 
Review, preparation, and distribution of agri- of the | 
cultural information by radio, television, related 
exhibits, and motion pictures: Commi 
SR ee 39, 074 RR Rien Ascii 41, 548 Mer 
OUND stad cccbivcccacnsihas uke 54, 394 I Bali > acon s mice 53, 713 a. 
Mets IN W8CD.... 8-8 oc oc scene one 67, 411 MO elicit aca 65, 022 Review 
Motion picture Service.................__.- 75, 458 FE EE ho wintiaeuasin is 74, 959 to join 
net te on na cepchenelegeimiimeneniona a. aoe man eee 
is tnccinndcctinitihntniiincncne sel 236, 337 DORIS boas cctaentecné 249, 745 dissem 
—_—<_———_—_—_—_—_ i ee will re 
Unobligated balance --_-........-..--.--- TE tonsnctanseek So iliketidatindeskcuiemai wo [on2-a-22-- view tl 
Total available or estimate_...........--- | 1, 286, 893 1, 232, 014 +22, 000 1, 254, 014 a 
this cc 
Pub 
Status oF ProGRaM = o 
Current Activities Daal 
. : ° . . e 
The primary functions of the Office of Information are (1) overall coordination there 
of all information work in the Department, (2) final review of all information were | 
materials released to the public, and (3) coordination of agricultural information Consi 
activities with those of other Federal and State agencies. The Office provides a and 't 
service to the Department and its constituent agencies designed to assist farmers, instat 
organizations and institutions interested in agriculture, and the public at large mont 
to obtain useful knowledge pertaining to the Nation’s agriculture by providing This 
factual information on results of agricultural research work, trends in agricultural Un 
programs and policies, and similar information. This work involves: adde 


1, Final review of all manuscripts for publication, both printed and processed, cane 
and procurement of necessary printing; 


§ sf 
2. Distribution of publications through established channels and the filling of aL 


requests for publications and general information; jo 
3. Preparation and shipping of exhibits for showing at fairs and other exhibitions: TT 
4. Production of agricultural films and their distribution to State depositories trair 
for use by Department field workers and extension agents; coop 
5. Final clearance and distribution of reports and releases to the general press, duet 
and to the agricultural, scientific, and trade press; desi 
6. Production, processing, and maintenance of files of news and general illus- and 
tration-type and portrait photographs for all Department agencies; Ir 
7. Preparation of radio information for broadcast and service to radio farm- take 
program directors and extension agents; mer 
8. Preparation of television programs reporting on research and action based to t 
on Department work for broadcast on TV farm programs; will 


9. Compilation and editing of the Agriculture Yearbook and the annual report oat 
of the Secretary; 


F 

10. Preparation or assistance in the preparation of information requested by dev 
publishers of national magazines, encyclopedias, annuals, etc., on departmental cat 
programs organization, or operation; and cre: 


11. Production of. all art and graphics materials for all agencies of the anc 
Department. 
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The workload of the Office is dependent upon the total of informational services 
-hich are provided in response to direct requests for information, and which are 
mecessary to meet the legislative requirements for carrying out the Department’s 
esponsibilities. 


Significant trends 

Reorganization.—By Memorandum No. 1348, dated March 26, 1954, the Secre- 
arv directed the reorganization of the information work of the Department in 
order to make such work more helpful to farmers and the agricultural industries; 
to centralize certain functions (art and graphic work and news-type photography) 
in the interest of greater efficiency and economy; to relate Department informa- 
tion work more closely to that of the land-grant colleges through the Federal 
Extension Service, and to strengthen and reaffirm the responsibilities of the Office 
of Information. The Secretary also directed that the Office of Information be 
reorganized into 3 (formerly 6) functional areas, namely, publications, current 
information, and visual. 

Memorandum No. 1348 likewise established the Publications Review Committee 
(later subcommittees were established in certain specific fields) to review all the 
publications of the Department (both printed and otherwise processed) being 
issued or stocked and to recommend areas for reducing the number and size of 
publications. These committees will give special attention to the problem of 
coordinating Department publications with the needs and publications programs 
of the land-grant colleges and with those of private industry in agriculture and 
related fields. ‘The Office of Information performs the staff work for the Review 
Committee. 

Memorandum No. 1357, dated May 12, 1954, established a Motion Picture 
Review Committee to advise on procedures to be followed for the Department 
to join with reputable nonprofit associations and educational organizations to 
produce motion pictures that will be useful in the Department’s program for 
disseminating information on subjects related to agriculture. This committee 
will review and approve proposals for cooperative film production and shall re- 
view the finished productions and proposed distribution. The Chief of the Motion 
Picture Service of the Office of Information serves as secretary and consultant to 
this committee. 

Publications.—Pending determinations of the Publications Review Committee 
the Office of Information is continuing its leadership in a program of revising and 
bringing up to date the popular bulletins in cooperation with agencies of the 
Department. Initially, when this program was started in the fiscal year 1953 
there were about 300 bulletins in need of revision. During 1954, 61 such revisions 
were completed so that by June 30, 1954, over 100 of this 300 had been revised. 
Considerable progress has been made in improving subject matter presentation 
and appearance of these bulletins, as well as in reducing their length. For 
instance, a survey of revised bulletins in printed form during the past several 
months shows that they average 11 percent shorter than the previous editions. 
This is being accomplished without excluding any essential information. 

Under Memorandum No. 1348 the Office of Information has been given the 
added responsibility for policy clearance and control of all publications proc- 
essed by other means than printing. Agencies are required to submit with 
such manuscripts prior to reproduction a justification of necessity for issuance. 
This should prove effective in establishing economies, as well as a more efficient 
and planned dissemination of information. 

To promote improvement of Department popular publications and provide 
training for publications editors and designers, the Office of Information, in 
cooperation with the National Project in Agricultural Communications, con- 
ducted a publications clinic in October 1954, to help editors learn more about 
design as an aid to greater economy in the Department’s printed periodicals 
and popular publications. 

In line with the Secretary’s reorganization plan, an important step has been 
taken by the Office of Information toward the goal of coordinating the Depart- 
ment’s publication program with those of the land-grant colleges by forwarding 
to the colleges an advance listing of all manuscripts received for printing. This 
Will facilitate coordination with the programs of the colleges and minimize dupli- 
cate publications on the same subject. 

Popular publications are reprinted to maintain stocks to meet needs as they 
develop during the year, and this practice resulted in the reprinting of 367 publi- 
cations (mostly popular) as compared to the 317 reprinted in fiscal 1953. In- 
creased attention is being given to Office of Information clearance of publications 
and to printing where more economical on larger presses rather than on office- 
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type presses, with the result that types of material previously considered job Mailin 
printing or previously done by multilith or mimeograph and cleared by the Miestimatec 
agencies was given Office of Information clearance and handling—this ac 
for the total of 277 shown for new publications. 







counts 










































1953 | 1054 sames ine 
tT: Rao Mailing lis 
INE. 9s3:34000e ban aiswe daerei>aa-deramhitedayn wie 269) tay am Mailine is 
Some STOTT eereteer or rrenorroers trae pierre a | RB Workload. 
(Revisions of popular publications) -....................2..2.-22.-22222 eee eee | (51) | (61 an 
a Addre 
' Does not include 98 processed publications cleared by this office beginning April 1954. Tot: 
_ Requests for copies of publications, general information, and mailing list service — 

in 1954 increased by 126,000, or about 12 percent, over the average for the past j 
years and the increase in congressional requests was over 42 percent higher thay Exhil 
the average for the past 5 years, as shown in the following table: the oa 
(2) the 

ay Teenie county 
; | Congressional | Total || r Congressional Total August 
Fiscal year | requests | requests } Fiseal year requests requests stantia 
2] | |__|. i exhibit 
rT 328, 101 i Roa nas | 350, 130 940, 6% In t 
EP | 485, 380 1,199, 771 || 1954..._....-_...-.- 506, 918 1, 140, 29 exhibit 
acai mebiiit tai 241, 191 853, 933 || 1955 (estimate). __ 405, 000 990, 000 public 
1a TO Pe | 376, 957 1, 021, 214 || 1956 (estimate) _-__- 500, 000 1, 125, 000 interes 
Tae State | 
. 4 ba 5 ment § 
These figures do not include the large number of inquiries for press, radio, the D 
exhibit, and motion picture information which are handled directly in the respec- Buildi 
tive divisions. bition: 
A comparison of the number of copies of publications handled on order or pated 
request to the Office during 1953 and 1954 is as follows: exhibi 
Ovi 

COPIES OF ALL PUBLICATIONS Pre 
eet and r 

1953 1954 1955 1956 recor¢ 

(estimated) | (estimated) vious 

a a eter nero for v 

Total stocks beginning of year-........--...-.-- 13, 271,614 | 11,444,756 | 11, 219,042 11, 400, 000 matt 
See, SURI on kn ic nia tice bien 22, 017, 400 20, 883, 445 20, 827, 138 21, 165, 261 and ¢ 
Sis bn dtentacchhacessisadeial i thon 7, 792, 669 9, 375,292 | 11, 452, 309 14, 000, 000 Re 
Total availaole for distribution........... | 43,081,683 | 41, 703,493 | 43,498,489 | 46, 565, 2 telep 

Stocks at end of year...............--.......<.- 11, 444,756 | 11, 219,042 | 11, 400, 000 11, 500, 000 and 
Total distribution............-......-.--- | 31,636,927 | 30, 484, 451 | 32,098, 489 | 35, 068, 21 —_ 

a rs ofter 
COPIES OF FARMERS’ BULLETINS TI 

~ Dail 

Total stocks beginning of year..................| 9,336,533 | 8, 050, 463 7, 454, 217 | 7, 000, 000 tion 
New publications _-. .~-- voidtt- eed ecco | 2,460,000 | 2,090,000 | 2.500, 000 2, 800, 00 basi 
Reprints 5, 769, 775 7, 585, 836 5, 000, 000 6, 500, 000 D 
Total available for distribution... ..____-- 17, 566,308 | 17,726,299 | 14,954, 217 16, 300, 000 pres 
Stocks at end of year....................-.---- 8, 050, 463 7, 454, 217 7,000, 000 7, 200, 000 mail 
ee a ee ee ee new 

Tote) Qi io on. 5 8 oe ew veenrlnn | 9,515,845 | 10, 272,082 7, 954, 217 9, 100, 000 Ext 

’ 

stra 

Printing management.—Recorded savings totaled $21,111 in the fiscal year = 
1954 as a result of technical adjustments in specifications for printing jobs, in fj 
addition to savings not recorded but resulting from suggestions made to agencies. r 
All printing in 1954 totaled 3,742 jobs compared with 3,454 in 1953, a workload tho 
increase of almost 8 percent. io 


the 





d job 


V the 
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Mailing list items handled through the central mailing list index in 1954 and 
estimated for 1955 and 1956 compared with 1953 are shown below: 





PA: | | 
Fiscal year | Fiscal year | Fiscal year | Fiscal year 
| 1953 number | 1954 number | 1955 number | 1956 number 


| | 
Names included in index June 30 oie} 391, 834 | 360, 174 351, 500 

Malling 1808 10) Hemel. 20-5 2------- 1, 253 1, 158 | 1, 200 | 
Mailing lists revised... ..............---.-- 192 | 232 | 150 | 





Workload items: | 
AGatiode 0 Sie cae an4c~-- ~ ann. 74, 612 706 | et 
Names or addresses changed - - - - 28° 525 | 98° 758 | = | 
Addresses dropped 67,328 | oon 3. 900 | 


Total workload items... __-. 170, 465 | 831 | 158, 200 | 162, 200 


Exhibits Service.—In the interest of economy and efficiency, the exhibit work of 
the Department emphasizes (1) the production of lighter weight exhibits, and 
(2) the showing of Department exhibits through the cooperation of State and 
county extension services of the land-grant colleges. Commitments made up to 
August 1 for loan of exhibits through Extension Service channels indicates sub- 
stantial expansion in fiscal year 1955 compared to 1954 in State use of Department 
exhibits. 

In the fiscal year 1954, 140 showings were made of Department educational 
exhibits at a wide variety of occasions ranging from fairs, where the general 
public was reached, to conventions and meetings, of specialists in many fields, of 
interest to the Department. Of this total, 66 showings were made by or through 
State extension representatives; 69 showings were made directly by the Depart- 
ment and 5 by associations. These figures do not include showings made within 
the Department. Showings in the patio of the Department’s Administration 
Building included 5 major exhibitions, each patio-wide in size, and 4 lesser exhi- 
bitions. Four States, South Dakota, Maryland, Virginia, and Georgia, partici- 
pated in patio exhibitions, and this tvpe of cooperation will be encouraged. Patio 
exhibitions stimulated calls for USDA exhibits for showing in the field and 
provided educational material for radio and television programs. 

Press Service.—The Press Service, in fiscal year 1954, issued more press releases 
and reports, and had more requests for information than in any previous year of 
record. Press releases and reports totaled 3,330, compared with 2,958 the pre- 
vious year. Among the reasons for increased requests for information, as well as 
for volume of releases to the press, were national and international interest in 
matters, such as agricultural surpluses, serious drought in the forepart of the year, 
and agricultural legislation pending in Congress in the latter part of the year. 

Requests for information, from the press and from others, come by mail, by 
telephone and in person. Many of these requests can be handled by press releases 
and reports already available. But many require individual handling. Each 
such case requires review for content and policy, editing, and an occasional 
rewriting of a previous release. Releases and reports, while they give information, 
often bring requests for additional information. 

The Press Service fills many of its requests for general information with its 
Daily Summary, with a distribution of 2,850 and its Weekly Summary, distribu- 
a 1,200. The letter to about 250 farm-paper editors continued on a weekly 
Asis, 

Distribution of the weekly Food and Home Notes to women’s editors of the 
press and women’s radio program directors has been considerably reduced by a 
mailing-list revision and now amounts to 2,041 copies, of which about 400 go to 
newspaper and magazine editors and 550 to radio and television directors. The 
Extension Service also distributes copies to State extension editors, home-demon- 
Stration leaders and specialists. However, increasing requests for the service 
have been coming from industry publications, especially from food industries. 

The 1953 Department yearbook, Plant Diseases, was well received as a reservoir 
of information about this subject. Sales of this book compare favorably with 
those of other recent yearbooks. During the past fiscal year, most of the work 
was completed on the 1954 yearbook, Marketing, which was published in Septem- 
ber 1954. Work has begun on the 1955 yearbook which will cover all phases of 
the use and conservation of water in farming. 
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Information work on special programs affecting more than one Departmer The Se 
agency was coordinated to give more efficient support through “campaign-typ,' tion and 
programs. Two outstanding examples of this approach were (1) to encour fim producti 


more grain storage facilities on the farm, and (2) to increase consumption of dain 
products. In such efforts, the Office of Information took the lead in coordinatizy 
the preparation and dissemination of informational and educational materials, 

Radio and Television Service.— Network activities. The Department continy 
its official cooperation in the production of the Farm and Home Hour (Np¢ 


95 throu 
featured 
producin 
Agricult' 





and the American Farmer (ABC). The Office prepared and broadcast weekly ST 
agricultural news segments on both of these programs, in addition to prepariyy 
and presenting 67 special USDA features on these two programs. In additioy, (Inele 


in April 1954 the Office began, on the American Farmer, a special series of weekly Me or PTOS! 
features prepared by the different State land-grant colleges to tell the story ¢ Ma serv!¢ 
agricultural developments in different parts of the country. In addition to th §i practi 
formal cooperation with the Farm and Home Hour and the American Farme §% ——— 
the office activities included about 25 radio features on other network and synii. 
cated shows. 

Individual station services included the weekly Radio Farm Director Letter, 
Such services provide news and background material to 411 farm-program dire. §% ——— 
tors and 48 farm-advertising people. Major departmental news releases anj HM ajlotmen 


publications were also sent to these groups. service: 
Recording services to individual stations were expanded. During the year, Tra 
nine special tape recordings were prepared, duplicated, and sent to farm broad. aration 
casters. In addition, the office produced 29 individual transcriptions for ind Obligati 
vidual stations, by special request, and 8 recordings to be included in recording other 
services provided to farm broadcasters by the National Safety Council and the ” 
Chicago Board of Trade. T 


A new weekly program series was begun in August 1953 in cooperation with —— 
the Clear Channel Broadcasting Service. It is a 15-minute recorded program 


covering high-level farm policy subjects and featuring top officials of the Depart- Mr 
ment. It goes to 18 high-power stations in all parts of the country. Mi 

Television services.—At the beginning of the 1954 fiscal year, the Department ad 
inaugurated a weekly package service, at the request of television farm broad- form 
casters. During the year, the list of stations receiving the service grew from 35 the « 
to 110, entirely on a request basis. Each package covers research and action ing t 


based on Department work, and consists of visuals and suggested script for a 
2- to 7-minute segment of a farm television program. 
Other activities included an experimental TV package series with consumer- 
type information for a more general audience, and an experimental stock footage T 
reel on animal diseases. The office also assisted with the production of a number ) 
of live network television shows during the year. gene 
Motion Picture Service.—During the 1954 fiscal year the Motion Picture Service perf 
produced a total of 101 films and TV shorts, all on a reimbursable basis. Of this the 
total, 36 films comprising 79 reels were regular productions, 24 were TV package 


films, and 41 were 20-second, 1-minute, and 2-minute TV shorts. Outstanding nan 
motion pictures produced for Department agencies were: Q 
Grass—The Big Story, produced in cooperation with the land-grant colleges itse 


to dramatize the important role grass plays in modern agriculture. 


Vesicular Exanthema, produced for the Agricultural Research Service of USDA, 7 
shows the danger of vesicular exanthema to the United States and in detail depicts Ag! 
the method used to eradicate this disease. suc 

Gypsy Moth dramatizes the fight of USDA and the afflicted States to destroy istr 
this destructive pest and shows equipment and methods used to control its bas 
spread, 

Vicious Circle covers the problem of eradicating avian tuberculosis from nal 
poultry and hogs, and shows how this disease can be controlled. to : 

Rainbow Valley depicts the life and duties of a typical forest ranger. tio! 

Longer Life for Wood shows how the average homeowner can, by the use of 
modern preservatives, make wooden structures more resistant to rot and decay. 

During fiscal year 1954, the Motion Picture Service produced a total of 17 film we 
and 38 television shorts for agencies of the Department. Twenty-four of these sei 
TV shorts were TV package films, 4 to 7 minutes running time, produced for the i 
Radio and Television Service, and sent to television stations having regularly 
scheduled farm programs. Eight TV shorts were produced for the Forest Service; & 
4 of these were designed primarily for release in the forest fire prevention campalg! QO! 


and 4 were made in conjunction with the Boy Scouts of American Conservation— 
Good Turn Program. 
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The Second Annual Film Workshop, sponsored jointly by the Office of Informa- 
tion and the Federal Extension Service and designed to improve agricultural film 
production in the States, was conducted by the Motion Picture Service January 
95 through 28. More than 100 persons attended the workshop sessions, which 
featured presentations, group discussions, and film screenings on the subject of 
producing films for television and using motion-picture footage on TV programs. 
Agricultural colleges of 15 States and Canada were represented. 


STATEMENT OF OBLIGATIONS UNDER ALLOTMENTS AND OTHER FUNDS 


(Includes only those amounts which, by Nov. 30, 1954, were actually received 
or programed for 1955 or 1956. Since work for other agencies is performed on 
a service basis, at the request of those agencies and for their benefit, it is not 
practicable to estimate in advance the amounts to be received in most cases.) 


... _ | Estimated | Estimated 
Item | ~~ | obligations | obligations 
1955 1956 


Allotment from Foreign Operations Administration: Training 
services and technical consultation 

Trust funds: Miscellaneous contributed funds, Department 
of Agriculture: Funds deposited by cooperators for prep- 
aration and distribution of exhibits and metion pictures 

Obligations under reimbursements from governmental and 
other sources: Salaries and expenses: For photographic 
reproductions and motion picture services 


Total, obligations under allotments and other funds 





Mr. MarsHatu. Mr. Roberts, do you have a general statement? 

Mr. Roperts. Yes, sir. We might briefly review what the in- 
formation job is, particularly for the benefit of the new members of 
the committee. I think it will help the new members in understand- 
ing the scope of the work. 


GENERAL STATEMENT 


The Office of Information is one of the staff offices under the 
general supervision of the Administrative Assistant Secretary, and 
performs in the information field very much the same function for 
the Department as do the Offices of Personnel, and Budget and Fi- 
nance in their respective fields. 

Our information work is not a separate program or an end in 
itself, but rather is one of those supporting activities that are neces- 
sary for good administration of the programs of the Department of 
Agriculture. In general, the information staff provides the materials, 
such as bulletins and reports, needed in the educational and admin- 
istrative phases of the programs authorized by the Congress. It is 
basic to the very purpose for which the Department was established, 
namely — 
to acquire and to diffuse among the people of the United States useful informa- 
tion on subjects connected with agriculture. * * * 

The Department has carried on information work ever since it 
was established, through publishing and distributing results of re- 
search. The beginning of the organization that is now the Office of 
Information occurred in the early 1890’s with the establishment of 
a division responsible for the publication of research reports. The 
Office of Information under its present name was established in 1925 
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and at that time included, in addition to the issuing of publicatiox 
the servicing of the press and radio. Subsequently, motion picty, 
and exhibit work, which had been undertaken separately in th 
Department before the beginning of World War I, became th 
responsibility of the Office of Information. 


TELEVISION 


Television has offered further opportunity to bring Departmey 
information to farmers and the general public, and the Office noy 
provides a weekly service of television materials to over 100 televisiq, 
stations which have farm programs. The time used for both radio an 
television information from the Department is made available free by 
the stations. We do not pay for radio or TV time. ) 
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PUBLICATIONS 


Pi, 

Publications have always been, and continue today to be, one of the 
most important methods of reporting om the work of the Department, 
For several years, we have been concentrating our efforts on improving 
these publications to make them more useful to farmers and othe 
readers. During the last year, a Department Publications Reviey 
Committee was set up to review the publications work of the Depart- 
ment and to make recommendations for improvement. ‘This com- i; thr 
mittee has been concerned with the need for shorter and more readable I time : 
publications and for increasing the proportion of publications offered HB jad » 
for sale. It has examined possibilities for combining some publica H we h 
tions and for eliminating publications that are no longer needed. The HH the T 
committee has obtained comments from all the land-grant colleges on & jj yst 
ways in which our publications can be made more useful as part of 1 HP py s« 
program to relate Department publications more closely to those of & jnto 
the colleges and private industry. outp 

The work of this committee is now nearing completion, and we J pasis 
expect the report to contain a number of valuable suggestions. We H goes 
have also set up in each agency in the Department a continuing & char 
agency publications review committee charged with responsibility for HH thes 


giving more consideration to planning so that more useful and effective T 
publications can be issued. This activity is already proving helpful, oral 
and we expect it to be much more so as time goes on. Der 
ELIMINATION OF ANNUAL AGENCY REPORTS = 
The Publications Review Committee recommended curtailment of had 
printed annual agency reports and directories. As a result, we have im 
eliminated the printing of approximately 20 annual reports which tol 
previously were made to the Secretary, and have asked the agencies 
to prepare only the necessary operational and statistical reports 
needed in their work. ] 
The annual cost of printing these agency annual reports was by 
approximately $20,000. In addition, we estimate additional savings De 
of about $25,000 in the manpower that went into their preparation me 
and editing. We will, of course, continue to print the annual report dif 


of the Secretary of Agriculture to the President and use that for tr 
general distribution. Tl 
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We have also placed a restriction on the issuance of separate or- 
anizational directories by agencies of the Department. In the past, 
most of the agencies have issued separate directories of their own 
yersonnel. In lieu thereof, we have modified the Department 
jirectory Which will be used generally throughout the Department. 
To make this single directory more useful we have set up procedures 
o assure that it will be revised and brought up to date annually. 


ILLUSTRATION AND DRAWINGS 


The Departmental Publications Review Committee also obtained, 
hrough the cooperation of the National Project in Agricultural Com- 
nunications at Michigan State College, the services of Mr. Otto M. 
Forkert, a well-known Chicago consultant on typography and publi- 
‘ations. Mr. Forkert reviewed Department publications and pre- 
sented to the committee some specific redesigns of some of our current 
publications. In general, his recommendations were for shorter, 
better illustrated publications to give the farmer the information he 
needs in the most usable form and with a minimum amount of read- 
ing. Mr. Forkert has made similar reviews of publications issued by 
the land-grant colleges and we believe this will help us in relating our 
publications to those of the colleges. 

We have found that one important means of improving publications 
is through better illustrations and drawings which save the reader 
time and make the message of the publication more effective. We have 
had an illustrations section in our publications work for many years. 
We have also had illustrations people in a number of the agencies in 
the Department. During the last year we have consolidated all this 
illustration work into a single unit in the Office of Information and 
by so doing we have brought different skills and abilities in this field 
into one place where they can all be used as necessary on the total 
output of the Department. This work is done on a reimbursable 
basis. In addition to the work on printed publications, this unit also 
does work on charts and other illustrative materials. Many of the 
charts that have been presented to this committee in the course of 
these hearings extends also to photographs, 

The growing need for illustrative material extends also to photo- 
graphs. We find it increasingly necessary to report some work of the 
Department in photographs as well as in words and other illustrations. 
In the field of photography, also, we have done some consolidating 
during the last year to bring much improved service. Previously, we 
had photographs and photographers located in a number of agencies 
in the Department. Now this is centralized in the Office of Informa- 
tion, 


CENTRAL PHOTOGRAPHS FILE 


During the year, we have also greatly improved service to the public 
by the consolidation of all general photographs into one central 
Department file. Formerly, to obtain photographs from the Depart- 
ment it was often necessary to comb through files in a number of 
different agencies of the Department. Now, these photos are cen- 
trally located and readily accessible to anyone who wishes to use them. 
This central file contains an estimated 150,000 photographs. 
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Mr. Webster, the Director of Information, is here and will be gla J Our | 


to discuss the budget proposal for this Office in 1956, and to answe MMe ha‘ 
any detailed questions you may have regarding his work. ave Or 
Mr. Marsnatu. We have before us an increase of $8,500 for agr. J On i 
cultural information and publications; an increase of $11,000 {fo Mis long 
printing the Department’s List of Publications; and $2,500 more fo fijlways 
additional copies of the Farmers Bulletin lists. That is a tot Mijpay. 


increase of $22,000. 
Mr. Webster, will you discuss those items in detail? 


armer 
This 
before, 
This 
) us 
Mr. Wesstrer. Mr. Chairman, I have some samples of materials co ins 
which I can present to the committee. head 
We frequently come up here and get involved in man-years ani Mptherv 
things of that sort, but we thought we would like to bring a fev Mire co 
samples of the work we do, mainly in the field of publications. 
We issue between 250 and 300 new publications a year. The list 
that we make available to Members, the current list, has 585 pub- 
lications listed. Of these, 46 were added in the last year; the other The 
are publications in demand. onse! 
As Mr. Roberts has pointed out, the primary purpose of our work Mr 
is not just information for its own sake, but to support the programs [iidoes | 


SAMPLES OF PUBLICATIONS 


that Congress has authorized the Department to do. Mr 
We have picked out a few samples in the support of general fields Hblack 
of research, conservation, price supports, and farm storage and in- Hfunct 
creasing food consumption, and we have these in chart form which Bt up. 
can be shown rather quickly. — Ou 
rrige 

RESEARCH REPORTS rt 


On research, we have samples here in the field of livestock research, 4!" 
crops, and insects. print 
Here is a publication on managing sheep ranches as based on fe! 2S 
research done in the intermountain area. In view of the policy publ 


of more wool production, this is a very timely publication. on t 
Mr. Horan. Who was the author? _ 0 
Mr. Wesster. The author of the publication is Selar S. Hutchings, ys ® 

range conservationist at the Intermountain Forest and Range Experi Cow 

ment Station with headquarters at Ogden, Utah. Rest 

This one is on the brucellosis eradication campaign. This has been bro 
going on for some time. We have this little folder here. We not ce 
only have the literature on it, but we have motion pictures which sot 
farm organizations can obtain through the colleges, which we make J ?*¢ 


available. We mention that on the leaflet so that the leaflet gets _ 

distributed and if people also wish to obtain these films, it is called “es 

to their attention. . 
Mr. Deane. Do you have the brucellosis report with you? I have 

a daughter who is recovering from brucellosis which she picked up 

in India. } 
Mr. Wesster. We have copies of these and we would be glad to the 

furnish them to you. 


Another new one is on X-disease cattle get from licking grease and CO} 
lubricants from various farm machinery. This prnert was done in wil 
cooperation with 18 different States, and this is the result of it. 
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Our crop publications are fairly standard. This is one on corn. 
’e have one on sugar beet culture in the North Central States; we 
ave one on peanuts; we have one on tobacco diseases and control. 

On insects, we have been issuing publications to fight insects 
slong as we have had a Department of Agriculture, and we probably 
lways will be fighting them. Here is one on how to spray the aircraft 
ay. This is one that was pretty much in demand, not only by 
armers, but by pilots and custom sprayers. 

This is one on grasshoppers—we have had grasshopper publications 
yefore, but this brings the information we have up to date. 

This is one on the golden nematode of tomatoes and potatoes. 
ye use a colored plate on the inside, and we use the color to identify 
he insect. Having the color on the press already, it was easy to go 
phead and give the cover a little more decoration than you would 
ptherwise have. ‘Those are samples of the type of material which we 
sre constantly issuing in support of the research program. 


MATERIALS ON CONSERVATION 


The second group that I want to refer to is in the field of 
onservation. 

Mr. Deane. The added color does not add materially to the cost, 
loes it? 

Mr. Wesster. Color printing is more expensive than straight 
black-and-white printing, but when you need the color for your 
functional use, then it does not cost you very much more to dress 
it up, and that is what we have done in this case. 

Our samples on conservation deal with the watershed program, 
irrigation and forestry. 

The small watershed programs have brought us innumerable in- 
quiries about what the program involves. Here are a couple of re- 
prints of articles that we use to answer inquiries. Also, the drouth 
has greatly stepped up the interest in irrigation, and two of our 
publications—one on Land Leveling for Irrigation and the other 
on the Irrigation of Corn—are available. 

On forestry, we have two typical publications. Waters of Coweeta 
is a sort of pictorial report on research work on the watershed in the 
Coweeta area. This is in North Carolina. This one on Our Forest 
Resources is sort of a standard publication that we have recently 
brought up to date. These are, as I say, samples of support of the 
conservation program. 

I might say that on this watershed study we not only have this 
pictorial publication, but we have a motion picture film that tells the 
story in motion pictures. This film has been well received. It was 
selected for showing at a film festival in Scotland, and is one of the 
better films that we have. 


MORE BULLETINS FOR CONGRESSIONAL DISTRIBUTION 


Mr. AnpErsEN. Is there a proposal afoot to give more bulletins to 
the various Members of Congress for distribution in this budget? 

Mr. Wesster. I am not aware of it. The present quota is 10,000 
copies per Member and the present appropriation anticipates that it 
will remain at 10,000. 
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Mr. AnpgRSEN. Do you not think that if there is any one plac 
that we should be liberal that it should be in the line of reproducing 
these bulletins? Would you not like to have more of these bulletins 
to distribute through the various Members of Congress? 

Mr. Wesster. I would say the publications are one of the mos 
important means of disseminating information—they always have 
been in the Department. In view of the demands that we get for 
publications—we could distribute a good many more of them. 

Mr. AnpERSEN. I think you could, and I think it is pennywise and 
pound-foolish for the Congress to refuse to make available sufficient 
money inasmuch as we spend many millions of dollars annually for 
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pave nee 
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hich se 

Mr. L 
rom my} 
Jo you 


research. That is worth very little to the farmers unless they are told ai z 
the results of the research. po 
After my 16 years in Congress, I have come to the conclusion that 7 - 
it is being pennywise and pound-foolish to refuse to put out ample Mr. 
bulletins and yearbooks for the purpose of making available the results Mr 
of the splendid research performed in the Department of Agriculture. Mr ' 
Mr. Wesster. We anticipate that in the request we have, it would iy 
cover quotas the same as you have now. Mr | 
Mr. ANpERSEN. I was hoping when I heard you were asking for a i 
slight increase that that would be proportionately applicable to the ‘ed 
number of bulletins furnished. r = ' a 
Mr. Wesster. One problem is that we are so busy distributing the Jo 
ones ordered now that we have a backlog, and part of this request is eae : 
to help us move them out more promptly. map 
Mr. Roserts. There is also an item to enable us to get back in the 10 =n 
budget the cost of these publications’ lists. z ster 
Mr. Wesster. I think it is true in the publications improvement Sonia 
rogram that Mr. Roberts referred to that we are pulling down the a 


ength of some of these publications, and we should be able to turn “ll be 
out more for the same amount of money, assuming printing prices with ¢ 
stay the same. This is not a significant item, but I think that is the in Cal 
direction in which we are going. satay 

Mr. ANDERSEN. Take my district as an example. I am permitted 


it is g 


10,000 bulletins a year for distribution unless I personally put up the - 1 ¢ 
money to buy more copies. That means about one-quarter bulletin ioc tea 
per farmer in a year. Ten thousand bulletins just will not fill the bill awn 


as far as any agricultural district like mine is concerned. I could State 
easily distribute 50,000 copies. shee 
Mr. Webster, how do you distribute these 10,000? Are 10,000 held Wi 
in the Department for a Member’s credit? Is it up to the Member 
to find out what inventory he does have with you? 
Mr. Wess TER. I send a notification each year that your quota 1s 80 
much, and if you have so many left over from a previous year, We say 


treat: 
cost 


that your credit at the moment is X number of copies. As you order 

against that, we keep the books on it and keep a running inventory on T} 

it. ‘ in sl 
Mr. Deane. When do you send out such a letter? I am sure it to vi 

comes into my office, but I seldom see it. prod 


Mr. Wesster. It is as soon after the first of July as we can get 
around to it. We sent it in October last year. 
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FARM STORAGE AND PRICE SUPPORT 


The next set of samples we have, Mr. Chairman, deal with farm 
‘orage and price-support programs. The price-support programs, 
f course, are of great interest. We get innumerable inquiries and 
have need among our own people for a kind of handbook of all of the 
everal laws involved, and we have this bulletin, Price Programs, 
hich serves that purpose. 

Mr. Deane. Do you have a brochure of all of these? Frequently, 
from my standpoint, it is difficult for me to know just what to ask for. 
)o you have a brochure that Members might receive? 

Mr. Wesster. We have a complete list of every publication the 
Department of Agriculture has available. 

Mr. Roserts. I thik Mr. Deane is talking about a brochure with 
copies so that he can look at them and see which ones he is interested in. 
Mr. Wesster. Do you mean the ones I am talking about today? 

Mr. Deane. Yes, all of them. 

Mr. WesstEeR. We would be happy to make them available to you. 

Mr. Deane. Thank you. 

Mr. WessterR. We will supply them. 

On the matter of farm storage, we have materials which are in- 
tended to encourage farmers to have adequate farm storage so they 
can take advantage of the price-support program. ‘This is a little 
envelope stuffer. We have used it in other publications at other 
times. We supply this to Members of Congress, and they can use it 
in their mail; and if a man really wants them, he can write in, but you 
do not send a man a publication unless he really asks for it. Here isa 
poster that was made available for elevators, county agents’ offices and 
similar places. 

On storage, we have another publication which we think you 
will be quite interested in. This is one we have just issued. It deals 
with the Khapra beetle which infests grains. It has been discovered 
in California, Arizona, and New Mexico. The Department is afraid 
itis going to spread. We have put out this quite well-illustrated and 
short leaflet. This is the size of it. This is opened up on the inside 
and then it is so set up so that it may be used as a poster, and it says 
on here that it might be posted in an elevator, in a barn, or wherever 
else someone might want to post it. This has been distributed to all 
States and all of the places where this insect problem could possibly 
show up. 

We feel that these magnified photographs and this rather striking 
treatment may head off the spread of this insect and will save the 
cost of the publication and a good many dollars to farmers besides. 


VISUAL AIDS TO INCREASE FOOD CONSUMPTION 


_ The last set of charts has to do with the efforts of the Department 
in supporting increased food consumption. These relate primarily 
to visual materials. This is a little folder announcing a film that we 
produced in cooperation with the poultry and egg industry. It is 


58682—55—pt. 3———_45 
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a 6-minute film and it is aimed at encouraging egg consumption. 1), 
money for producing it was supplied by the egg industry; the mone 
for the prints of the film was supplied by the Department of Ag, 
culture. It is a good example of a cooperative job, and this is jys 
the little announcement that went out on it. 

Mr. MarsHatu. Would it be possible, Mr. Webster, for this con 
mittee, sometime in the future, to see that film? 

Mr. Wzsster. We would be delighted to show it to you. 

Mr. Roserts. It is primarily a TV type of film. 

Mr. Wesster. These are a couple of samples from what we call 
television package that Mr. Roberts mentioned. We send to te 
vision stations a typical package which may be a dozen or 15 photog 
that may be used to explain or report on a given project. This was 
one on consumption of the lower priced cuts of meats. This is oy 
beef. Here is an announcement of a 1-minute television film aimed 
at encouraging children to use more milk, as part of this milk program, 
It has Smokey Bear in it, and this is just the announcement we us 
for that when we send it to the television stations. 

I believe that Secretary Benson, when he appeared here, gave you 
this one, More and Better Foods. We had hoped we would have the 
final copy off the press. It is not off the press as yet but it will be ina 
little while. We have checked this with a number of food groups and 
farm organizations. The response has been most enthusiastic, and 
we believe it is going to be one of the most popular ones. 


INFORMATION FOR WHEAT REFERENDUM 


Mr. MarsHatu. What do you have out on the wheat referendum’ 

Mr. Wesster. On the referendums we have issued small leaflets 
and materials which give the pros and cons. Those have been dis 
tributed. The aim is to put that in the hands of every person who 
would be affected by the quotas. 

Mr. MarsnHauu. At about what time? 

Mr. Wesster. Prior to the referendum, usually 4 to 7 weeks 
ahead of the referendum. 

I have talked in terms of publications because they are usually 
the first reports that we get. 


PUBLICATIONS ON POPULATION GROWTH 


Mr. Horan. I was very much interested in the pamphlet, The 
Fifth Plate. I had that brought up to date once after its publica- 
_ It is out of print now. Have you any plans to bring it up t 

ate? 

Mr. Wesster. We are not distributing it at the moment. We 
have file copies. 

Mr. Horan. Do you happen to have a copy here with you? 

Mr. Wesster. No, sir, I do not. We could send you a copy. 
I am sure there are file copies available. 

Mr. Horan. I am sure the new members have not seen that pub 
lication which came out about 4 years ago. 

Mr. Roserts. I believe it was about 3 years ago. 

Mr. MarsHauu. That was a good publication. 

Mr. Horan. I think it would be nice to send it to the members ¢ 
the subcommittee. They might bring it up to date because, after all 
all of the figures have changed. They changed within the next yee! 
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uite a bit. The reason I say that, at the recent farm forum out in 
pokane there was a tremendous emphasis placed by all speakers on 
he impact of the population growth. Incidentally, I heard a figure 
ut there that was brand new; that there were about 4% million babies 
‘orn in the past year. ‘That was a new figure to me. 

Mr. MarsHaLu. Will you proceed, Mr. Webster? 

Mr. Wesster. As I say, we have reported mainly on publications. 
want to emphasize that we use every means available for reporting 
o farmers what we are doing. We use the press for the most current 
formation; we use the radio, and we use films and exhibits. 


WORK WITH LAND-GRANT COLLEGES 


| would like to emphasize, too, that we are working more and more 

osely with the land-grant colleges. We always have, of course, but 
we are emphasizing this rather consciously, we make our publications 
available to the colleges. 

The motion pictures we have are placed in the college film libraries 
and people in the individual States may obtain them from the colleges 
and not from us. We produce them, but we do not distribute them. 

Mr. MarsHALu. Do you have much printing on behalf of the State 
land-grant colleges? 

Mr. Wesster. We supply them with a good number. In many 
cases, they purchase them. 

Mr. MarsHaAuu. Do they rewrite them? 

Mr. WesstrEr. I do not believe they would rewrite the popular 
publications. Occasionally, we prepare a draft of a publication. 
We will issue about 100 copies and send 1 to each State with the 
intention that they will adapt that. However, the adapting is done 
more in- the current information field. We send them statements 
which they adapt locally and issue to the press, or use on the radio 
in their particular States. 

The States are using our exhibits a good deal more. Several years 
ago, we switched our exhibit policy from dealing sort of unilaterally 
with the big interstate expositions and adopted a policy of working 
primarily with the people in the States, primarily the Extension 
Service. For the first 6 months, over 100 showings of our exhibits 
were made by the States and we ourselves have made about 50 addi- 
He showings, so we have a rather close cooperation in the exhibit 

eid. 

We have done some things on radio which I would like to mention 
to the committee. We participate each week in a network program 
called The American Farmer, an ABC program. A short time ago, 
we asked the individual States to give us tape recordings of some 
outstanding agricultural work in their States. We take the recording 
and put it on this national network program. We now have had 31 
States, I believe, that have given us tapes, and we believe that this 
is a good example of the Department serving as sort of a clearing 
house; and to gather some information here and there and make it 
generally available. It would be rather difficult for the States them- 
selves to do that. That covers my general points, Mr. Chairman. 

I shall now talk about the projects and the increase, if that is 
agreeable. 
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YEARBOOK OF AGRICULTURE 


Mr. MarsHauu. What is the title of your 1956 Yearbook? 

Mr. Wessrer. It is on animal diseases. The exact title has yy 
been set, but it is on the general subject of animal diseases, and the titl 
of the current Yearbook, the 1955 Yearbook, is on water. Copy {y 


the 1955 Yearbook has now gone to GPO and we are getting proofgmear, 5°. 
back. While we cannot say exactly, I would say in the early fall of Mr. \ 
in the fall, at least, we expect it off the press. It will have about 7y)fMear. 


pages, and it covers the whole field of water, telling about the natyp 
and behavior of water in agriculture, the effective use of conservation 
some of the conflicts that arise in water use and conflicts which hay 
to be resolved, and so forth. It deals almost entirely with water ip Mr. \ 
agriculture with some references to other uses. been e 
samples 
PROPOSED USE OF FUNDS REQUESTED . * 
wit 
To come back to the increase we have, the estimate is for $1,254,014. hese : 
about 41 percent of that is for printing and about 47 percent is for Mpend (0 
salaries, and the rest for miscellaneous items. Mr. 
The increase that we are asking for is for $22,000, and it is covered f/m \r- 
on page 321. This is broken down into three parts. As a matter of here | 
fact, almost all of this item is a request for restoration of funds which ne St: 













we voluntarily took out of the appropriation last year, and, in ow Mr. 
case, the year before. using t 

The item of $8,500 is to provide us the equivalent of 3 man-year, ™@ \'. 
three people to handle the work on the distribution of publications. Bpretty 

Two years ago, we came up here with a proposal to reduce the f® Mr. 
distribution of publications by cutting the quotas for congressional ng th 
distribution in half, and it was pointed out that if we were not going Mr. 


vhere 


to distribute so many pamphlets, then we would not need so many : 
month 


people to distribute them; so, we decreased our estimate by two 
clerks. The quotas were restored in the final bill, but we did not then \ 
request that the clerks be put back. The result was that we hada te m 
tremendous distribution job. We had backlogs of orders that had Mr 
piled up, and at one time we were 30,000 requests behind, and we got #Bthat 
days and weeks, and sometimes even months behind, and we were Jethem 
embarrassed. Members of Congress were embarrassed, because their emake 
constituents were not receiving the publications. We squirmed Mr 
around and tried to do Saturday work, but we really have to make check 
sure that we have as many people as we had before. This asks for JP°P! 
the restoration of the two and not quite another man-year. These HpPor 
would not be full-year employees. They would be people we would and | 
put on during the peak of the season, when the peak load is there, Mi 
and we would put on the people to move this promptly, and thea, i He 
the seasonal demand drops off, we would let some of those people go. Mi 
Mr. Rosrrts. We may put on more than 3 people during the rush BR°°"': 
period, but the total will amount to a little less than 3 man-years. fora 
Mr. Wesster. That is what the request for the $8,500 is for. B'S! 
The requested increase of $11,000 is to print the Departments list of Mo" 
ublications. This is the list I have here, which I am sure the Men J!!! 
ers have seen. We published that in 1954. We are not publishing very 
it this year, and we are not revising it; therefore, for 1955 budget, we HR °°" 


decreased our request by $11,000. However, this gets out-of-date as . 
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retty rapidly. We want to revise it next year, so the request 
cludes the funds for that. 

The other item of $2,500 is in the same category. We thought last 
ear that we could squeeze ourselves a little on the printing of these 
sts for Members of Congress for the current year, so we reduced our 
ppropriation by $2,500. We anticipate that we will need that next 
ear, so, that, added to the others, gives us the request of the $22,000. 

Mr. MARSHALL. You were given some money for television last 
rear. What did you do with that? 


USE OF TELEVISION 


\fr. Wesstrer. On the television program, our principal activity has 
een What we call our television package program. We have 1 or 2 
amples there of these photos that we send out. In some cases, we 
ill send a film and, in other cases, we will send slides, depending on 
hat the subject is. We are sending that currently to 136 stations. 
‘hese are television stations which have farm programs. We do not 
end to anybody unless they have a farm television program. 

Mr. MarsHaLu. How many of those are using the material? 

Mr. Wesster. We assume they are all using them to some extent. 
‘here may be times when a given program may be less important in 
ne State than in another. 

Mr. MarsHautu. Do you make any follow-ups to see how many are 
ising them? 

Mr. Werster. Yes, we check rather frequently, and the use is 

pretty good on it. 

Mr. Rosperts. As a matter of fact, the number of stations request- 
ing this sort of thing grew from about 35 in 1953 to 136. 

= \(r.Wesster. We have done this, Mr. Marshall. In certain cases 
vhere we have asked people to check the list, we send out a list 3 
months ahead of time and we say, “Check the ones you can use,” and 
then we will send them this material, but we will not send them all of 
the material that we have. 

Mr. MarsHA.u. I am interested in the follow-up you make to see 
that they are using them. ‘There is a difference between requesting 
them and using them. Do you send to each one of these stations that 
make a request a demand or a request for a report to you? 

Mr. Wesster. We do not ask for formal reports. Of course, we 
check occasionally. When we are in the field, we talk to these 
speople. I have a man who was in the Southeast recently and he 
reported quite good use of them. It is not 100 percent, of course, 
and I do not think it ever can be. 

Mr. MArsHauu. I am sure we would not expect it to be 100 percent. 

However, about what percent would you estimate that it might be? 

Mr. Wesster. I would estimate that it would be up over 80 per- 
cent, surely. It sometimes happens that a program that we send out 
for a given week may not be used for that week, but these people will 
use it a little bit later. It may be that in their territory, it may be 
more useful a month later or there may be some farm program that 
will come up where they will use parts of several of them. We are 
Very aware of the problem you are raising, and we keep watching it 
because we want to make sure that we are getting the fullest possible 
use of it. It has been the most popular thing that we have gone into 
in this general field. The response has been very, very good indeed. 
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That concludes my report, Mr. Chairman. beries WE 
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COMPARISON OF PRINTING COSTS 


Mr. Deane. Mr. Chairman, I wonder, Mr. Roberts, how the 


pekiv te 
printing costs to the Government compare with the printing costs of aie 
private industry. Have you had occasion to analyze the increagcmeents &S 
through the years? Do you know whether or not the printing cos oto 
of the Government are in line with those of private industry? Jevisi 
Mr. Rozerts. Mr. McCormick has made some studies on that oye Ve ™ 
the past few years to determine how our funds available for printing Mr. \ 
have actually affected our program; I mean increase in printing costs (The 
affecting our printing program. 
Mr. Deane. Without taking up any more time, I wonder if, fo 
the record, Mr. Chairman, Mr. Roberts might give us a little analysis 
of those costs. I think this reflects the increased cost of operations i The U 
and I think it would be well to show what has resulted because of powing 
nd oth 


increased printing costs particularly in the Government Printing - 
Office; and, if you are in a position to do so, perhaps you could give _ 
some comparable printing costs between the Government Printing ations 
Office and private industry. nd org 
Mr. Roserts. We can insert something in the record on that, Mr, = 
Deane. ot Te’ 
(The information requested follows:) re on { 
Printing costs for fiscal 1956 are expected to increase about 314 percent, abovw iso, 81 
costs currently prevailing at the Government Printing Office. Government 


chedul 
Printing Office prices are the best index of printing costs to the Department 


The 
because substantially all Federal printing by law must be done at the Government fe ”® u 


Printing Office. Printing costs to the Department for 1956 will have increased o _ 

by approximately 72 percent above those in 1942, when the Department b gan 7 S 

collaborating with the Printing Office to develop figures on printing cost increases, He‘ pew 
As a partial comparison with private industry, union wage rates in the book — 

and job printing industry increased from an index rate of 59.1 in 1942 to 124.0 in 

1953, or an increase of 64.9 in wage index rate, according to the Statistical Abstract 

of the United States. The 
Mr. Wessrer. Occasionally, we have periodicals which the De jt." 


partment issues; sometimes they are printed in GPO and sometimes 8 


they are let out on contract to private printing establishments. My is esti 
recollection on those is that the difference has not been material. Hifunds 


Of course, over a given period of time, there has been quite a steady "'’" 
rise in costs. 

ORIGIN AND USE OF TV PACKAGE PROGRAMS ad 

farme 


Mr. MarsHatu. We made some inquiry with respect to the activi Bits y: 
ties of the Department. We received information from our investi Hithis : 


gators as follows: ae 
In an effort to determine the extent to which these television packages We Hijrecip 
used by the stations and persons to whom they were sent, the Acting Director of Re 


the Current Information Division was asked if any survey along this line had beet cont: 
recently made. He stated that they were eee to query the recipients f Hii thro 
the television packages on the extent to which they were being used and the surv: 


suggestion was made that they be asked about particular packages that had bee) Hi sider 
sent them in recent months. Several months later, this matter was again dis enth 
cussed with the television people in the Office of Information and it was learned findi 
that queries had been sent out to all of the 109 stations or persons on their list i via : 
but that the query did not request any more than a general estimate of the use 
by the recipients of the television packages. Approximately 2 months after the 
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eries were sent out, 81 out of the 109 had returned the forms with their answers. 
veral returned the forms with the information that they were not using them at 
| and requested that their names be taken off the list. The 43 farm radio or 
levision directors who returned the questionnaires estimated usages ranging 
bm 10 percent to 100 percent of the packages received. A lesser use of the 
rekly television packages seemed to be indicated in the questionnaires which 
pre returned by the 38 county agents. In this latter group, a number of the 
ents estimated that they used 5 or 10 percent. On November 5, 1954, the 
ce had a total of 115 stations and persons on their list for receipt of the 
jevision package for the following week. 


We would like you to place in the record your comments on that. 
Mr. WessteR. We would be very happy to do that. 
(The comments requested are as follows:) 


ORIGIN AND UsE oF USDA TV Packacrs PROGRAM 
SERVICE ESTABLISHED ON BASIS OF NEED 


The USDA TV Package Service was established in 1953 to meet an urgent and 

rowing demand upon the Department for a regular and dependable flow of visual 
id other materials which could be used both for educational purposes and for 

e dissemination of agricultural information via rapidly developing farm tele- 
ision outlets. The demand came from commercial TV farm directors and 
ations, from the land-grant colleges, and from various agricultural officials 
nd organizations who were being called upon for television participation. This 
emand was in large part prompted by the developing use of television by farm 
families and rural communities. According to the National Association of Radio 
nd Television Broadcasters, one-seventh of the privately owned television sets 
re on farms, and 35.6 percent of all rural households have one or more TV sets. 
lso, an estimated 45 percent of the commerical television stations have regularly 
cheduled farm programs. 

The initiation of this service was also preceded by a period of research to deter- 
mine the types of materials and methods of presentation that would be effective 
or farm television and which could be developed economically. The present 
weekly package program, which consists of scripts accompanied by visuals 
charts, still pictures, or short films) has evolved as the most practical and 
bconomical service that could be developed within the means available. 


USE OF SERVICE GIVES USDA SIGNIFICANT TELEVISION OUTLETS 


The TV Package Service started with 35 stations and persons on the distribu- 
ion list. The list was developed on the basis of specific requests for such a 
ervice. The list has grown steadily by request, and as of March 1955 it numbered 
136. The potential rural viewing audience of the stations receiving the package 
is estimated at 3,250,000 persons. While there is no estimate available, the 
funds which would be required to purchase comparable time from the stations 
involved would run into the thousands of dollars each week. 


USE OF PACKAGE SERVICE REVIEWED 


Since the USDA TV Package Service developed as a new service to meet the 
Tequests and needs of farm television as a new means of communication to 
farmers, the Department has been keenly aware of the need constantly to review 
its use, and, consequently, its effectiveness. The general rule is not to provide 
this service unless the recipient produces program material regularly for farm 
television. Furthermore, a schedule of TV package subjects is developed on a 
quarterly basis, and each quarter’s schedule is mailed in advance so that if a 
recipient does not want a specific package he can so inform the Department. 

Representatives of the Radio and Televisic: Service have maintained close 
contact with users of this service at meetings of radio and television farm directors, 
through personal visits to TV stations and directors, by correspondence, and by 
survey. While the use of material for any media is bound to vary, it is our con- 
sidered opinion that for the most part the TV Package Service has been received 
enthusiastically and is being used effectively to support our main purpose of 
finding an effective means of disseminating essential agricultural information 
via television. 
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SURVEY MADE IN FALL OF 1954 


The results of the survey of TV package use made by the USDA radio alm Follow’ 
television service in September and October of 1954 are the latest overall indicatiggii ment 
we have of the reception of this service. At that time, there were 110 NAMES OM TY 
our package mailing list. The Department received, on final count, 103 repiig 0c-1 


























from the questionnaire used in this survey, a rather high return for this type qm “The ! 
contact. It was felt desirable, in order to obtain as complete information paterial 
possible on the use of the packages, to word the questionnaire in a way that woyjgims mateT! 
broaden out the replies not only to include the actual use of packages alregdgmmmndersta 
received, but also the future use of packages received. To get this total pictyy ound us 
was important from our point of view, since the time a package is used vary yAX 
considerably because of such factors as the TV farm directors’ production aim |... 
scheduling patterns, the subject involved (some subjects can be held for |ate an 
use) and the season of the agricultural year (a package good for a specific period er 
in the Northeast might be more effectively used a few weeks earlier in the South me?” a 
for example). fe prow 
Replies to the questionnaire were received both from TV farm directors (whoifW HBF: 
present their own farm television shows) and from other agricultural workers “Ree 
(chiefly county agents and agricultural college personnel). f futur 
Of the 51 TV farm directors who returned the questionnaire, 47 stated they werefi elp in] 
using the packages. Thirty-three of the TV farm directors stated they had “The 
used 75 to 100 percent of the packages. Nine of the directors had used from i0Meure th 
to 75 per cent, while five were in the 10 up to 50 percent range. Monda 
When the TV farm directors added expected future use of packages receive i saat 
to their percentages of actual use (48 directors replied on this basis), the total *! RC 
indicated use of the packages was as follows: 75 to 100 percent—40 stations “The 
50 up to 75 percent—4 stations; 10 up to 50 percent—4 stations. Of the 4fcompré 
stations in the upper_use level, 15 were using packages 100 percent of the time. terial, 
Average use of the packages by the 51 station directors who returned the @suffer é 
questionnaire was 70 percent on the basis of past use, and 81 percent on the 
basis of estimated total use. 
The picture of results from the remainder of the TV package list differs fron 
that of the stations themselves because of such factors as use of the package by me 0” 
persons in official capacity, mailing of several review copies, and sleet reasolis. se 


However, of 45 recipients other than farm TV directors reporting figures on past f the 
use, 8 were in the 75 to 100 percent bracket, 14 in the 50 up to 75 percent rang, . - 
with 23 ranging below 50 percent. When both past and intended use wer fm “ie¢ 


totaled (47 reported on this basis), 22 recipients were in the 75 to 100 percent 
range, 13 in the 50 up to 75 percent range, and 12 were in the range below il Piss 


percent. 

Comparison of overall use percentages in this group with those of the TV farm peopl 
directors is not practical because of the differences in type of recipients and use of these 
program material. While percentage of use by some county agricultural agents M 
on the list was low, it is also significant that several of the land-grant colleges 


which are active in educational and agricultural television have heen using the eres 
packages 100 percent of the time. real 
The results of the survey made last fall have provided useful evidence for con- diffe 
sideration of the types of recipients that should continue to receive this new com 
service. Also, since the beginning of the USDA television service, it has been I 
recognized that modification in form and scope of the service would be necessal) 
from time to time in order to make the best use of the developing and expanding som 
television medium in serving United States agriculture. wri’ 
Our recent field contacts with agricultural telecasters and land-grant college vou 
television specialists indicate certain desirable changes in the package service te fi 
which seem to result from the maturing of farm television techniques. —. 
Use research indicated, for example, that users now desire more sound-on-filtt, . 
and studies are under way to see how much of this kind of service can be provided sm: 
within budgetary limitations. In addition, plans are underway to provide mot req 
helpful instructions to farm telecasters for making more effective presentation ou 
of USDA material, how to obtain and use effective three-dimensional “props, 4 
how to exploit animation in cartoons, graphs, and other illustrations for bette! W I 
TV effectiveness, and how to use other types of USDA material in their program tri 
as 
br 
bu 


a 
se 
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COMMENTS FROM TV FARM DIRECTORS 


Following are excerpts from typical letters from TV farm directors who have 
ymmented on the package service: 


aC-TV, Davenport, Iowa. 

“The USDA TV packages continue to be excellent. They provide us —_ 

naterial which we could not attempt to duplicate by our own efforts. And, i 
material which carries instruction to the farmer in a manner which he pe 

inderstands. That, I feel, should be the aim of a TV farm program. We have 

ound use for all of the material which you have sent us.”’ 

VNAX, Sioux City, Iowa-Yankton S. Dak. 

“Congratulations on your recent TV packages. They fit our locality and 
program wonderfully. We certainly look forward each week to using them be- 
ause we feel that they’ re not in any sense of the word a fill, but a program that we 
sre proud to feature.’ 

WHBF-TV, Rock Island, Ill. 


‘Received your latest TV package release over the weekend along with the list 
ffuture mailings. Knowing beforehand what will come our way will be of great 
ielp i in planning the programs. 

‘The information contained in your films has been very interesting and I am 
sure they will continue in that same vein. The releases are now aired either on 
Monday or Tuesday, depending on other committments.” 

KPRC, Houston, Tex. 

“Thank you for the livestock disease package * * * As suggested in the very 
comprehensive accompanying information, we will find many uses for this ma- 
terial, essentially as integrated into local stories. And of course if and when we 
suffer actual outbreaks, there’s no telling how much good we can do with the film.”’ 


FIELD TRIP OBSERVATION 


On a recent field trip through the South and Southwest, 14 television farm 
directors and 3 Extension Service employees now receiving the package were 
contacted by &@ representative of the USDA Radio and Television Service. All 
of these persons but one were using the package regularly. One television farm 
director was off the air temporarily but requested that he continue receiving the 
packages for future use. 

Kach of the TV people contacted was able to make use of nearly all of the 
material received, and all were able to use all the filmed packages Most of these 
people reported that they file the material for reuse from time to time. All 
these recipients were enthusiastic about the service. 

Mr. Narcuer. I would like to say to you gentlemen that for a 
great number of years the Department of Agriculture has rendered 
real service to the American farmer through the issuance of the many 
different farmer bulletins, pamphlets, and publications. I want to 
commend you gentlemen for continuing this fine work. 

In my congressional district, each year, I send out check lists to 
some 56,000 farmers. and a aren many of the farmers in my district 
write back requesting certain bulletins and pamphlets. I commend 
you for the many fine publications that the Department of Agriculture 
Is issuing at the present time. 

Mr. Horan. 1 like the arrangement of the list that you had in that 
small bulletin. You may recall that some 4 or 5 years ago we had 
requested the Bureau of Agricultural Engineering to make a project 
out of helping new farmers to be able to build thei ‘ir own houses, not 
with any idea of interrupting any of our Nation’s carpenters or elec- 
tricians or plumbers, but to assist them in getting started as cheaply 
as possible in that sort of capital investment which did not necessarily 
bring them any return. You were good enough to prepare such a 
bulletin in leaflet style. I notice that you have incorporated that 
general idea into the list that you mail out. 
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At a time when it takes upward of $50,000 to go into farmin 
probably the highest capital investment of any industry per ma, 
it is very fortunate, I think, that we do have an information Service i 
assist young farmers in making the most of their opportunities, aoa 

Mr. Vursety. Having been in the newspaper and printing busine 
most of my life, I want to compliment you people here in becomin 
more up to date in illustrating your farmer service pamphlets, whiej 
I know will be appreciated by the people and will have great, 














— 


1, General af 
», Specialize 
3, Obligatior 

sources 























readability because of the practice that they are more practically Total 
illustrated and printed. Not only that, but they will carry the infor obligations F 
mation in a greater volume to those who read and observe these fary Ciiieel 
bulletins. I think you are doing a splendid job, and I know that yougim’  sraphic 
efforts will bring many advantages and benefits to the America 
farmers, and it is the type of reporting and dissemination of informa — 
tion that the farmer ought to have, and they do appreciate it. I think Oblig 
that is all from me, Mr. Chairman. —_——_ 
Mr. Marswatu. That will conclude our hearing on. this item, 
Thank you, gentlemen. 
Tuurspay, Marcu 3, 1955. 
Total num 
LIBRARY Pall-time 
Average n 
WITNESSES Number 0 
RALPH S. ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY 07 fm ‘5 
AGRICULTURE aia 
FOSTER E. MOHRHARDT, DIRECTOR, LIBRARY A 
LOUISE O. BERCAW, ASSISTANT DIRECTOR, LIBRARY Personal 
WILFORD W. FINNEY, ADMINISTRATIVE OFFICER, LIBRARY ‘Perm 
JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OF. Posit: 
FICER, DEPARTMENT OF AGRICULTURE pce 
SALARIES AND EXPENSES ” 
Amounts available for obligation OL Pers 
(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) = a 
4 Com 
1954 actual | 1955 estimate | 1956estimate J P"™ 
sass aceasta pps tediiniaaigelibilniaicaaedate 07 Othe 
Aporepriathoner eetbnie isi 5 no Sis se oe ee kc % $673, 800 $659, 950 $659, 950 08 in 
Transferred from ‘‘Removal of surplus agricultural commod- 09 Equ 
ities,” pursuant to Public Law 268...........-...-.--- dcbalocs In eel Et diiungusesas 3 Ref 
Adjusted appropriation or estimate____...............-.- 681, 800 659, 950 | 659, 950 —— 
Reimbursements from non-Federal sources. _...............--- 27, 783 32, 000 30, 000 T 
Reimbursements from other accounts. - - -_---- Giidiattaaiia nas 67, 217 66, 000 18, 000 
Total available for obligation...................-..--.--- 776, 800 757,950 | 707,00 fm OHO 
Unobligated balance, estimated savings_...............-.-..--- ROMED Tdened caandeio’ ahmmainneced 01 Per 
Obligations incurred .......-.....- ntl ecehin ot anctten ater | 776, 583 757, 950. 707, 980 a oo 
iaetemacecaiiticadide tae tna neil ci mace ictal ancniiel® 06 Pri 
Norte.—Reimbursements from non- Federal sources above are receipts from sales of copies of photographie = 
reproductions (5 U.S. C. 552a). 08 Su 
09 Eq 


15 Ta 
4 
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Obligations by activities 





Description 1954 actual 


Direct Obligations 


1, General agricultural library services-- - - - - $538, 179 
9, Specialized services to research _.......- 143, 404 


3 Obligations under reimbursements from non-Federal 
; 7 


sources -- . 27, 783 


Tota) disgek ONE soos So in db osc sesacsss sauces 709, 366 
Obligations Payable Out of Reimbursements from Other Accounts 


1. General agricultural library services (primarily photo- 
graphic reproductions—includes Departments of Agri- 
culture; Health, Education, and Welfare; Interior; Com- 
merce, Defense; and State; and Foreign Operations 
Administration) ---- ee —_ hac incl 67, 217 


CN A as i tinsidccdné teens ces cuecien nest 776, 583 





Obligations by objects 


Object classification | 1954 actual 


Summary of Personal Services 


Total number of permanent positions_ 
Full-time equivalent of all other positions 
Average number of all employees 

Number of employees at end of year-- 


Average salaries and grades: 
General schedule grades: 
Average salary... ..---- 
Average grade 


Personal service obligations: 
Permanent positions epenet : $607, 143 
Positions other than permanent_-_-_- - 1,123 
Regular pay in excess of 52-week base. ------- tees cgaces 2, 283 
Payment above basic rates 7 7 : 371 


Total personal service obligations. _. ‘ 610, 920 


Direct Obligations 


Personal services... .__- 
SPN acai icons oa 
Transportation of things---.- 
Communication services. - 
Printing and reproduction -_- 
RI. eect Soe ial cs 
Other contractual services 
Services performed by other agencies_-_- 
Supplies and materials__._.__.__.__- 
Equipment rae 
Refunds, awards, and indemnities__ 
Taxes and assessments___- : 


Total direct obligations _______- 
Obligations Payable Out of Reimbursements From Other Accounts 


01 Personal services____- eae . 43, 491 
03 Transportation of things. _________- - 3 
04 Communication services 463 
06 Printing and reproduction _- 187 
07 Other contractual services as 12 
..._ Services performed by other agencies... 651 
Supplies and materials_- . 8, 430 
POs es 13, 853 
Taxes and assessments.._________- . 127 


1955 estimate | 1956 estimate 


$517, 000 $517, 000 
142, 950 | 142, 950 
| 

32, 000 | 30, 000 


691, 950 689, 950 


18, 000 


707, 950 


| 
1955 estimate 1956 estimate 


154 
1 

146 

150 | 


$4, 133 | 
GS-5.2 | 


a 


$595, 417 
1, 200 | 
2, 400 | 


599, 317 | 


12, 550 | 
45, 958 | 
2, 000 


691, 950 689, 950 


Total obligations payable out of reimbursements from | 
other accounts aatander ha 57, 217 


707. 950 
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Analysis of expenditures 









(Balances for June 30, 1954, are as certified under sec. 1311, Public Law 663) 


1954 actual | 1955 estimate | 1956 estinats 


Obligated balance brought forward. -_..............---.---..-- $58, 253 $55, 098 
Obligations incurred during the year_...................-.-.-- 776, 583 757, 950 
834, 836 813, 048 
Adjustment in obligations of prior years. -_...........-.......- WE ti vuenhentetictonsscecs... 
Reimbursements...--_.......-.------ natalia = i edt akties micah —95, 000 —98, 000 ‘ 
Obligated balance carried to certified claims account_---_._--- —1, 481 —1, 500 
Obligated balance carried forward__............-.-.---....---- — 55, 098 — 52, 048 
III oor conc c onc cccurpiveteate o's Liseereelan 677, 732 

Expenditures are distributed as follows: 

Out of current authorizations. -...-.........-.-.-.-...-.-.- 627, 190 611, 000 

Out of prior emthorizations. ...........-...-.-.2---<..s00e- 50, 542 49, 500 49, 000 


SUMMARY JUSTIFICATION DATA 


Mr. MarsHauu. We now have before us the Department of Agri- 
culture Library. 


At this point, we will insert in the record pages 333 through 339 of 
the justifications. 


(The pages referred to follow:) 


PurPoOsE STATEMENT 


Function.—The library, pursuant to the Department’s Organic Act of 1862, and 
under delegation from the Secretary, ‘“‘procures and preserves all information con- 
cerning agriculture which can be obtained by means of books * * *” Under the 
act establishing the Department, the library also serves as the National Agricul 
tural Library. 

Activities.—The library makes available to the research workers of the Depart- 
ment and the State agricultural colleges, as well as to the general public, the agri- 
cultural knowledge of the world that is contained in published literature. This 
reduces duplication of effort and wasted time by enabling scientists and adminis 
trators to know what has been done previously in that field. In pursuance of the 
Organic Act, the library collects current and historical published material and 
organizes it for maximum service to the Department and to the public through 
reference services, loans of publications, bibliographical services, and_photo- 
reproductions of library material. It issues a monthly Bibliography of Agricul- 
ture in which is listed the agricultural literature of the world. The book collection 
approximates 1 million volumes. 

Organization.—The library serves as a staff office of the Secretary and in addi- 
tion has operating responsibilities in the field of library and bibliographical serv- 
ices. There are 5 specialized field branches serving major field research installa- 
tions and 1 general branch serving the Beltsville Research Center. In acdition 
five State agencies provide library services to Department employees in designate! 
geographical areas under cooperative agreements. 

On November 30, 1954, the library had 149 employees of whom 133 were it 
Washington and 16 in the field. 


Appropriated funds: ‘ 
Appropriated, 1955 - $659, 900 
Budget estimate, 1956 659, 90 


Salaries and expenses 


Appropriation Act, 1955, and base for 1956 $659, 900 
Budget estimate, 1956____- 659, YoU 
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Project statement 


. 1955 1956 
> c 
Project 1954 (estimated) (estimated 


General agricultural library services. -_-- es $538, 179 $517, 000 $517, 000 
’ Specialized services to ae a a 143, 404 142, 950 142, 950 
‘nobligated balance---.-.--.----- “# ors Seon 217 


659, 950 656, 950 


Total available or estimate ---. -- stam . 3 681, 800 


ransferred from ‘Removal of surplus agricultural commodi- 


tles - 


—8, 000 


Total appropriation or estimate Ud. sk 673, 800 659, 950 
' 


STATUS OF PROGRAM 
Current activities 

The following are typical of the major lines of work of the library: 

|. Acquisition of domestic and foreign publications in the field of agriculture 
through purchases from commercial sources, gifts, exchange agreements with 
diferent countries, and cooperative acquisition projects with the Library of 
Congress and with other research libraries. 

2. Preparation of bibliographies of the world’s agricultural literature. 

3. Providing reference service to patrons who come into the library, and by 
telephone, and by mail. These patrons include Department personnel, and 
representatives of other Government and private research agencies, colleges, 
universities, and farmers and other private citizens; furnishing publications on 
loan directly to Department personnel and to others through interlibrary-loans; 
and maintaining the collection. 

4. Facilitating the Department’s programs by making available published 
materials to the man-on-the-job, wherever he may be stationed, through field 
branches and cooperating State agencies which serve as outlets for the main 
library and as reservoirs of published information near the field workers. These 
library services provided the field staff reduce the need to stock large numbers 
of relatively little used books in field offices. 


Selected examples of recent progress 

1. Status of acquisition program.—The Department of Agriculture Library is 
the one place in the Nation where all of the more important agricultural publica- 
tions are available. A continuing intensive acquisition program must be carried 
on to provide the major agricultural publications required by the Department’s 
workers, collaborators, farmers, industrial users, and the public generally. The 
collection still lacks a large amount of essential agricultural information published 
in foreign areas, as well as many important domestic publications. The gift and 
exchange program remained at the same level as in 1953, and accounted for about 
70 percent of total acquisitions. 

Below is a tabulation of major acquisition statistics for the past 5 years. 


| Number of publications received from all 
| sources (gifts, exchanges, and purchases) 





Obligations |— Ss : aie 
for publica- | 
tions Volumes 
added to : — 


( eT) . ‘ 
collection Received Retained 





$45, 742 42, 215 | 552, 137 | 275, 215 
53, 342 1 28, 921 | i 268, 655 
44, 747 | 28, 646 | 542, 272, 770 
44, 468 2 37, 020 | 3 611, 279 284, 743 
47, 839 45, 461 | 594, 646 274, 695 








_ | Beginning with the fiscal year 1951 working tools of the Department agencies were no longer counted 
i the Library accessions. 

lhe cataloging in 1953 of volumes and publications received in previous years makes receipts appear 
‘igher in 1953 than actually is the case. 
3 lhe inerease in number of periodical issues received as attributed largely to materials received from 
Varlous Midwest colleges which were mostly duplicates of serials already in the Library collection. 


hi 
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2. The monthly Bibliography of Agriculture contained 4.5 percent fey Pri 
items than in 1953. There were 95,670 reference items included during the yoy 
The number of agricultural items listed in the Bibliography of Agriculture fo 
the past 5 vears are indicated below: 




























Number of Number if 
reference referents 
items items 
ME soit he ee asc neee sele e De. 2h... once dna moe cena T 
RN atsanrisMsaieciheranuastta aoa Dee POOR eo ke sa chen blnde oe 9 Jes cataloge 
i icatee anditethwsnsind ha teien 95, 962 w cards ade 


jal publicat 
ans of book 
productions 
ference que 
ms indexe 
griculture 
blumes boul! 
ligations 

newspapers 


3. There were 29 bibliographies, indexes, and lists prepared on specialized 
subjects. Among the special iblicometiee prepared were Bibliographical By. 
letin No. 24, Rural Electrification in the United States; Bibliographical Bulletip 
No. 12, Supplement 1, Lists of Serials Currently Received in the Library of the 
United States Department of Agriculture; and Library List No. 1 Revise 
Selected List of American Agricultural Books and Periodicals. 

4. A waiver was again issued by the Public Printer permitting the binding 
work to be performed under contract to commercial binders. Under this author. 
ization a total of 9,264 volumes were bound, of which 1,045 volumes were fron 
the various field libraries. There were 3,196 more volumes bound in 1954 thay 
eg There is an estimated backlog of 165,000 volumes which should be 
ound. 

5. The Photocopying Section completed 49,432 separate orders consisting of 
707,766 pages of microfilm and photoprint. Of this amount 10,993 order 
totaling 159,278 pages were provided free of charge to the Department’s agencies, 
For the remaining orders $41,433 was received in reimbursement of the cost of 
operations. 

6. The total number of publications loaned and the number of reference ques 
tions answered were below the 1953 level. The decrease of 4.7 percent in the 
number of publications loaned is partially attributed to the change in field sery- 
ices by the closing of six field branches and the transfer of the major portion of MMlocations 
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their collections to various cooperating State agencies. The reference questions ages 
answered decreased 4.5 percent from the 1953 level. 

Below is a tabulation of the volume of publications circulated, loaned and Foreign 
photocopying services rendered and reference questions answered in 1953 and Ry 
1954. chang 

depos 
Percent ofin- Tot 
1953 1954 crease (+) or 
decrease (-) ae 
bligations 
other sou 
Volume of circulations, loans and photocopying: Salaries 

IU tain ccenshinscatcincsgesdablentpanhs kimi ileeqatiiantio 449, 327 435, 363 -31 Fo 

Pr ittinnca sh ababiagnt caciinensketcecenn she ieacindanennaces 829, 739 775, 699 =6.5 0 

ei ets a ao Laan aes @ 1, 279, 066 1, 211, 062 -33 Tota 

Nailed nk a Saxicttlbcicipcouinndieiniwcawicicenan 43, 168 49, 432 +145 

Meta doee cbc apeancncecdennicorenc Seo eee enon 1, 322, 234 1, 260, 494 47 
Reference questions answered: 
TN i Ra seid od cde eG tain coed nhiceddwell 125, 398 122, 371 -24 
ee ee oe 43, 957 39, 306 -1i Mr. 
Me sistas ahaa RAR ciples ive dicate 169, 355 161, 677 -45 ment. 
einai proceet 
7. The cooperative agreements with the various State agencies to provide (The 


general library services to the Department ee rendered by six branch The : 
libraries has shown a savings of $21,650. hile there was a decrease in the Drganic 


services furnished, there was a simultaneous decrease in services from Washingtol, Bipresery. 
and the decrease in field branch service was not as great as had been anticipated Hiince * 
Both the State agencies and the Department benefited under these agreemenls 
in that a larger collection is available for use. 


The | 
or the 
urnish 
cts, s¢ 
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Principal overall volume of work statistics, actual fiscal years 1950-54, 


estimated 1955-56 


12, 252/ 
90, 823| 
275, 215| 


11, 191 
66, 117 
268, 655 


| 


Jes cataloged - - - -- eel 12, 
w cards added to library catalog -__- 77 
ial publications entered - ----- a 
ans of books or periodicals and re- 

productions supplied es N 
ference questions answered --. ” 
ms indexed in Bibliography of | 


‘i, 

| 272, 

| 

, 466, 546) 1, 441, 552 
203, 134] "180, 434 


1, 370, 
170, 


89, 060) 
8, 179| 


85, 790 
10, 724 


$45, 742| $53, 342 


95, 
9, 


$44, 





ligations for books, periodicals, | 
newspapers, and other publications_| 


1952 


Actual 


1953 


701 16, 809 
556 87, 407 
770| 284, 743 


646) 1, 322, 234/1, 260, 494/1, 


842; 169,355 


962 
508 


99, 993} 
6, 068 


$44, 468 


' 


747 


Estimated 


1954 


1955 


16, 295) 
85, 413} 
274, 005) 


15, 000 
80, 000) 
270, 000) 
| 

260, 000 
162, 000 


15, 000 
80, 000 
270, 000 


1, 260, 000 
161, 677 162, 000 
95, 670 

9, 264 


96, 000} 
6, 000) 


96, 000 
6, 000 


$47, 839 $45,000] $45, 000 


STATEMENT OF OBLIGATIONS UNDER ALLOTMENTS AND OTHER FUNDS 


Includes only those amounts which, by November 30, 1954, were actually 
beived or programed for 1955 or 1956. Since work for other agencies is per- 
med on a service basis, at the request of those agencies and for their benefit, 
is not practicable to estimate in advance the amounts to be received in most 


ases.) 





Obligations, 
1954 


ocations and working funds (advances from other agencies): | 
Agricultural Research Service—For special bibliographical 
services on bee culture...........--- Dihinhbttad dewaheaee 


$3, 202 


obligations, 


Estimated 
obligations, 


Estimated 
1955 








Foreign Operations Administration—F or expenses in con- 
nection with training activities and technical assistance _- 

For a publications exchange center to facilitate the ex- 
change of land-grant college publications with foreign 
depositories 


10, 000 


17,119 | 





Total, Foreign Operations Administration 


27, 119 





Total, allocations and working funds 





30, 321 


bligations under reimbursements from governmental and 
other sources: 
Salaries and expenses: 
For bibliographies, photographic reproductions and 


other special library services 98, 000 


125, 321 | 133, 283 


95, 000 | 


Total, obligations under allotments and other funds 


GENERAL STATEMENT 


Mr. Marsa. Mr. Roberts, I believe you have a general state- 
ment. That will be placed in the record at this point, and you may 
proceed to comment further if you wish. 

(The statement referred to follows:) 


The work and responsibilities of the Department’s library are based on the 
Urganic Act of 1862 which directs the Secretary of Agriculture to “procure and 
preserve all information which he can obtain by means of books and correspond- 
nee, 

FUNCTIONS OF THE LIBRARY 


The library has a very important function since it provides published materials 
or the Department’s research, educational, regulatory, and other work. It 
urnishes fundamental research assistance in chemistry, entomology, farm prod- 
cts, soils, engineering, economics, marketing, crops, livestock, forestry, nutrition, 
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home economics, and conservation. In obtaining and supplying data for th 
programs, the library has developed not only into the largest agricultural |i} 


in the world, but also is regarded as one of the outstanding research libray; The 
Over 1 million volumes of books and bound periodicals are now contained jn th the lib 
collections. there 
The library collects all publications that are of agricultural importance, as We 850,00 
as other publications of value to the work of the Department. Subjects of spe¢j units | 
and research interest in which we attempt to acquire publications by gift, purchag adopt 
or exchange are: General agriculture; agricultural societies, organizations , device 
cooperatives; animal sciences, including animal husbandry and veterinary scien¢ years 
entomology; the plant sciences; agricultural chemistry; agricultural engineer; ~ The 
soils, fertilizers and soil conservation; forestry and utilization and technology 9 year 


raw forest products; agricultural products; rural sociology and rural life; agricy| with | 
tural economics—marketing, finance, prices, labor, land, farm management 
insurance, and statistics of all kinds relating to agriculture. 


NONAGRICULTURE REFERENCE MATERIAL PROVIDED 


The library must also have some nonagricultural material needed in the wor 
of the Department, such as reference books on statistical methods, administratiy 
management, and so on, but the acquisition of these publications is kept to 
minimum. Moreover, no attempt is made to build up collections of nonagricyl 
tural materials which may be borrowed from such libraries as the Library 9 
Congress, the Armed Forces Medical Library, and the Civil Service Commission 
Library. Printed materials in all languages are collected in order to make ayail 
able the latest worldwide information and research developments in the field ¢ 
agriculture. Since the library is provided solely for utilitarian purposes, 19 
attempt is made to collect rare or unusual items which have only historical value, 

The library purchases only a small fraction of its yearly acquisitions. Muc 
of the domestic material and most of the foreign publications are obtained through 
exchange agreements and as gifts. A systematic aggressive program is required 
to obtain these materials at nominal cost. 


DISTRIBUTION OF MATERIAL 


The library serves the Department of Agriculture through a main library in 
Washington and six units located at the Department’s utilization research branches 
and at Beltsville. Department of Agriculture staff members located in all sections 
of the country are served by five land-grant college libraries under contractual 
agreements with the Department of Agriculture. These contract libraries serve 
the areas of six former branch libraries which were closed in the spring of 133 
and one closed in 1950. The contractual services provided by the cooperating 
State institutions provide adequate service at about one-half our former costs. 

It is important in such a rapidly developing field as agriculture that the latest 
developments be made available to all staff members as quickly as possible. I[n- 
mediately after the printed materials have been assembled and classified, they 
are listed and indexed in a Bibliography of Agriculture, which is issued monthly. 

This publication, listing books and articles from all the world’s important agri 
cultural journals, brings the resources of the library to the individual workers 
at even the most remote places. With this ready index to the literature of agr- 
culture, the user may then obtain through loan or photographic reproduction auy 
article which he desires. Over 95,000 items were listed and indexed in this 
bibliography last year. In addition, the library prepared special bibliographic 
on specific agricultural subjects as needed. 

Some indication of the use made of these resources is shown in statistics {0 
the fiscal year 1954: 1,211,062 items were furnished readers on loan from ol! 
libraries, 49,432 microfilm or photocopies were supplied, and 161,677 referenc 
questions were answered. This represented an average of 5,700 service unis 
each working day. 

In addition to its services to the Department, the library also provides assistant 
to workers in the experiment stations and extension departments of State agt 
cultural colleges, to food processors, farm papers, the agricultural industry a 
the American public. 
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MANAGEMENT AND ADMINISTRATION 


The management and administration of the library are regarded as models in 
the library field. When the libraries of the Department were reorganized in 1942, 
there were 225 staff members, and the reference and circulation services totaled 
950.000 units. During fiscal year 1954, a staff of 140 provided 1,260,490 service 
units of work. This substantial increase in output has been made possible by the 
adoption of simplified procedures using photographic and other mechanical 
devices, thus enabling the library to continue a high level of service through the 
years when salary costs and book and journal prices have continually increased. 
” The library budget request for fiscal year 1956 is the same as that for fiscal 
vear 1955. Mr. Foster E. Mohrhardt, our new Director of the Library, is here 
with me, and will be glad to discuss any questions you may have regarding his 
work. 


NEW DIRECTOR OF LIBRARY 


Mr. Roserts. First of all, I would like to introduce to the com- 
mittee our new Director of the Library, Mr. Foster E. Mohrhardt; 
and our Assistant Director of the Library, Miss Louise O. Bercaw. 

Our former librarian, Dr. Shaw, left the Department very much to 
our regret. He had an offer from Rutgers University that was more 
attractive to him than we could provide, but we are happy to have 
Mr. Mohrhardt join our staff. He is a man of long experience in 
library work in the land-grant colleges and other universities. His 
whole background and experience has been in library work. He 
came to us from the Veterans’ Administration where he was in charge 
of library activities. 

The budget provides the same amount in 1956 for library service, 
namely, $659,950, as we have in the current year, so there are no 
budgetary issues in terms of increases or decreases. 

The library service is being administered about as it has in the past. 
We have the main library here in Washington. Then we have six 
units located in our utilization laboratories throughout the country 


and in Beltsville, Md. 
LIBRARY SERVICE COVERAGE BY CONTRACT 


If you will remember, about 2 years ago we discussed with this 
committee the desirability of closing our remaining field libraries and 
effecting arrangements with land-grant colleges to serve our employees 
in five areas of the country. We have effected those arrangements 
through contracts with colleges. The services are being provided at 
half of the former cost and, as far as we can ascertain, they are render- 
ing the service that is needed. 

Mr. MarsHatu. Are the current costs of printing about the same 
as a year ago? 

Mr. Rosperts. Our book acquisitions are up, are they not, Mr, 
Mohrhardt? 

Mr. Mouruarpt. Yes, sir; the costs per book are up. 


BIOGRAPHY OF NEW DIRECTOR 


Mr. MarsHa.t. It is customary for the committee to ask for a 
biography of the people appearing before the committee for the first 
time, and we will have the biography of Mr. Mohrhardt placed in the 
record at this point. 

(The information requested is as follows:) 


58682—55—pt. 346 
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Foster E. Mouruarpt, Director, Untrep States DEPARTMENT oF Agricut. 
TURE LIBRARY 


Born: Lansing, Mich., March 7, 1907. 

Education: A. B., Michigan State College, 1929; B. S., Columbia University 
1930; M.A., University of Michigan, 1933; diploma, University of Munich, 1932) 

Library experience: United States Department of Agriculture Library, Sep. 
tember 7, 1954, present time; Director of Library Services, Veterans’ Administra. 
tion, 1948-54; visiting professor, Columbia University Library School, 1947-48. 
contract consultant, Brookhaven National Laboratory, 1947-48; Chief, Library 
Division, Office of Technical Services, Department of Commerce, 1946-47. 
librarian, Washington and Lee University, 1938-46; assistant to chairman, library 
committee, Carnegie Corp., 1935-38; assistant librarian, Colorado State College 
of Education, 1933-34; assistant, University of Michigan Library, 1931-33; 
assistant, New York Public Library, 1930; assistant, Michigan State College 
Library, 1925-29. 

Other experience: Military: Active duty United States Army and United States 
Navy, World War II. Civilian service: United States Air Force in electronics: 
United States Navy in radar. 

Member, American Library Association (council member, committee member, 
and chairman), District of Columbia, Virginia; Medical, and Special Libraries 
Associations. 

Publications: Books and articles in library and educational journals, 1934 to 
date. 

Miscellaneous assignments: Advisory committee, Air University Library; 
chairman, training committee, ee of Chicago Library workshop; com- 
mittee of expert examiners, Civil Service Commission, 


Mr. MarsHatu, Are there any questions? 


WORKING RELATIONSHIP WITH LAND-GRANT COLLEGES 


Mr. Horan. Where are the five land-grant colleges located? 

Mr. Monruarpr. One is at the University of Rhode Island, one at 
the Florida Agricultural Experiment Station, one at the University of 
Nebraska, one at the Oklahoma Agricultural and Mechanical College, 
and one at the University of California at Davis. 

Mr. Horan. What would be your connections with the colleges? 

Mr. Mouruarpr. We have a close working relationship. I at- 
tended a convention of the American Library Association in Chicago 
this month, and had an informal meeting with all of the land-grant 
college librarians who were there. We are hoping to revitalize our 
cooperation and do much more than we have ever done previously. 
They are interested, and I am interested. 

Mr. Horan. We have a fine program at Washington State College, 
and I assume that all of your publications are available to every land- 
grant college. I can see where, with very little money, we could 
sr the relationship if you do as I say. I am happy to hear you 
sav that. 

Mr. Roserts. The special contractual relationship that I have 
mentioned goes beyond rendering just the normal library service. 
Our employees in the areas of all the land-grant colleges have the 
library facilities available to them. But in the five specific areas 
mentioned, arrangements have been made to provide a special service 
to our research people, and our operational people, in those areas to 
meet peculiar and unusual needs that go beyond their ordinary 
library service in the college. 

Mr. Marsnatu. Thank you very much, Mr. Roberts. 
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GENERAL PROVISIONS 


WITNESSES 


JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET, OFFI- 
CER, DEPARTMENT OF AGRICULTURE 

RALPH S. ROBERTS, ADMINISTRATIVE ASSISTANT SECRETARY OF 
AGRICULTURE 


Mr. MarsHauu. Mr. Wheeler, do you have a statement to make? 

Mr. WuHeEeEter. I would like to make a statement on the general 
provisions. I would propose, in order to save your time, to comment 
briefly on two general provisions where there are changes, unless you 
have questions about some of the others. 


LIMITATION ON REPLACEMENT OF AUTOMOBILES 


Section 501 of the bill on page 180 of your committee print is the 
provision that establishes a limitation on the number of passenger 
motor vehicles which the Department may purchase for replacement 
for use in the field in fiscal year 1956. The budget estimate proposes 
700 vehicles be authorized for replacement in 1956. Of this total, 
165 apply to the Forest Service and 535 relate to the agencies with 
the Department which have appeared before this committee. 
I thought I would give you that breakdown, because you will un- 
doubtedly want to take this into account since the Forest Service is 
being handled in another bill. 

I would also like to urge the committee, as I did last year, to give 
sympathetic consideration to our request for this number of replace- 
ments. Frankly, the situation is getting a little more difficult each 
year with the limitations we have had. As of June 30, 1954, about 47 
percent of our vehicles were 6 years or older models, and about 34 
percent had individual mileage readings in excess of 60,000 miles and, 
thus, are eligible for replacement in accordance with prescribed 
replacement standards. Even if the proposal to replace the 700 
vehicles is approved, at least 23 percent of our automobiles will still 
—— 6 years old, or would have mileage readings of over 60,000 
miles. 

We continuously review the passenger vehicle utilization and 
requirements of the agencies, and as a result of that, we have succeeded 
for the last several years in reducing the total number of automobiles 
operated by the Department. In 1951, we made a reduction of 114 
vehicles; in 1952, 67 vehicles; in 1953, 117 vehicles; in 1954, 153 
vehicles. Our average mileage for each vehicle last year was 12,373 
miles per vehicle, which is somewhat better than the average of 11,178 
miles for the civilian agencies as a whole, and is in excess of the 
10,000-mile figure that represents the point below which the need for 
any automobile may be questionable. 

We have made good progress in our vehicle utilization and inventory 
reductions, but the number of replacements authorized for the past 
several years has not been sufficient to permit replacements when the 
old vehicles reach the prescribed age and mileage standards, with the 
result that the number of vehicles in both the high age and high 
mileage categories has increased each year. 
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Since high age and high mileage vehicles require more repairs and 
maintenance to keep them in operating condition than lower mileage 
units, we feel closer adherence to the prescribed standards in the 
replacement of our automobiles is definitely in the interest of economy 
and efficiency. . 

I would like also to call to your attention, as was brought out last year, 
that we are alert to take every advantage when we can of improving 
the condition of our automobiles by transfers of surplus vehicles from 
other agencies, which is done through and with the approval of the 
General Services Administration without exchange of funds. In that 
way, we are occasionally able to better the conditions of our auto- 
mobiles, but we cannot depend on that too far to meet this need. 

Mr. Horan. Mr. Chairman, we are taking the agricultural attachés 
back into the Department, and I wonder what provisions are being 
made to supply them with transportation now that they are the charge 
of the Department of Agriculture. 

Mr. Wueeter. Every effort is being made for their passenger 
vehicle needs, and we are working out arrangements with the embas- 
sies so that the attachés, as a part of the embassy family, will continue 
to have urban transportation available to them, and we foresee no 
difficulties in that connection. 

On the other hand, as we also mentioned in the hearings, we expect 
the attachés to do a lot more traveling out into the country and into 
the neighboring countries in some of these areas. We are planning 
to furnish them with a little more rugged type of vehicle than that 
which comes under the classification of an automobile. We are 
exploring the need for jeeps or carryalls, as they are called—sort of a 
cross between a truck and an automobile —which it is felt will meet 
their needs for this rough country travel a little better than the 
standard automobile. 

Mr. Horan. That will vary from country to country, will it not? 

Mr. WHEELER. It would, and we are asking the help of the State 
Department, with their experience in these countries, to help us deter- 
mine just what kind of transportation is best adapted to their needs. 

Mr. Horan. Regarding the commodity specialist, you are taking 
care of them now; are you not? 

Mr. Wuerter. Yes. They do not have vehicles assigned to them, 
but they may on occasion rent cars where necessary. 

Mr. Horan. It would be a charge against Agriculture now, I assume, 
and we could probably take care of it in this bill, which would be the 
right way to do it, or we could expect a supplemental later. 

Mr. WHEELER. We do not see a need for an increase in the total 
number of automobiles for the Department to take care of the travel 
of the attachés, but we are very conscious for their need for adequate 
transportation. 

Mr. Dezanr. Is it true that because of the age of your automobiles, 
your maintenance cost'is running rather heavy. 

Mr. Wueeter. Our overall maintenance and operation figures 
compare favorably with the rest of the Government on the average, 
but these over-age vehicles do tend to run higher, and we feel that our 
record would be even better if we could get the average age down 
closer to the prescribed standard. 
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With respect to the other general provisions, unless you have spe- 
cific questions, I would propose to simply insert a brief comment on 
each one. The only other one that has any change is in section 506 
relating to the minimum amount that shall be used for contracts for 
research and service work. The increase is consistent with the 
increases proposed in the estimates for research work in the Depart- 
ment. Otherwise, there are no changes. 

Mr. MarsHauu. The statement will be placed in the record. 

(The statement referred to follows:) 


EMPLOYMENT OF ALIENS 


Section 502 provides for certain exceptions for the Department of Agriculture 
to the prohibition contained in the Independent Offices Appropriation Act against 
the employment of aliens. The Independent Offices Appropriation Act includes 
a general prohibition against employment of aliens whose post of duty is in the 
continental United States, but under this section we can employ aliens for tempo- 
rary periods as translators, when competent citizens are not available, employ- 
ment, in cases of emergency, of persons in the field service for periods of not more 
than 60 days, and for employment under the appropriation for the Foreign 
Agricultural Service. 

This provision is used occasionally in the Foreign Agricultural Service where 
particular skills and abilities of someone who is not a citizen can be used advan- 
tageously. It is a very practical provision in the case of temporary fieldwork, 
particularly pickup labor in case of emergencies. Without this provision it 
would be necessary to make a determination as to citizenship and refuse to employ 
people who could otherwise be used in emergencies. 


EXPENDITURES FOR OPTIONS TO PURCHASE LAND 


Section 503 provides general authority for the expenditure of not to exceed 
$1 for the purchase of options to purchase any particular tract or tracts of land. 

This authority, which has been rarely used in recent years, was incorporated 
in the bill some years ago when we were acquiring quite a lot of forestlands, 
lands under the submarginal land program, lands for Soil Conservation Service 
experiment stations and demonstration plots, andsoon. It was put in the general 
provisions to enable any of these programs to take up an option on the land fora 
nominal fee until there could be complete consideration of whether the Govern- 
ment should go ahead with the purchase. It has remained in the act for a number 
of years and would be used if, in order to get legal consideration in an option, a 
nominal cash payment had to be made. There is no change proposed in this 
section. 


PROHIBITION AGAINST FORECASTING FUTURE PRICES OF COTTON 


Section 504 prohibits the issuance by any officer or employee of the Department 
of any prediction or forecast with respect to future prices or price trends of cotton, 
except as to damage threatened or caused by insects and pests. This provision 
has been in the bill for a number of years. There is no change proposed in this 
section, 

PROHIBITION AGAINST PURCHASE OF TWINE 


Section 505 is another provision of long standing in the bill which prohibits 
us from purchasing twine manufactured from commodities or materials produced 
outside the United States except where such twine is necessary or incident to 
research or experimental work. 

The provision assures that the twine used by the Department of Agriculture, 
except for experimental purposes, will be manufactured from domestic commod- 
ities. 

CONTRACTS FOR RESEARCH AND SERVICE WORK 


Section 506 provides a floor on the amount which shall be available for con- 
tracts for carrying our production, utilization, and marketing research work in 
accordance with section 10(a) and title II of the Research and Marketing Act 
and the act of July 28, 1954 (Public Law 545). The 1956 estimates propose an 
increase in the minimum amount which would be used for contract research from 
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$1,500,000 to $1,875,000. In connection with the increases for research proposed 
in the 1956 budget, it is planned to make maximum use of facilities of private o, 


other public organizations in helping resolve the problems for which increases are 
requested. 


SECTION 507 


Section 507 continues the prohibition against the employment of persons who 
are members of an organization or who assert the right to strike against the 
Government of the United States or who advocate or are members of an organiza. 
tion that advocates the overthrow of the Government. That is a standard 
provision which is included in all appropriation bills for this Department and lj 
other departments. 


SECTION 508 


Section 508 prohibits expenditures for publicity or propaganda purposes to 


support or defeat legislation pending before the Congress, and has been in the 
bill for many years. 


PAYMENT OF EXPENSES OF ADVISORY COMMITTEES 


Section 509 provides that Department appropriations for research and service 
work authorized by the Research and Marketing Act of 1946 shall be available 
for expenses of advisory committees established in accordance with that Act. 


This section was added to the bill last year and there is no change proposed this 
year. 


Mr. Roserts. Thank you very much, Mr. Chairman, and if we 


can furnish any additional information which will be of help to the 
committee, we will certainly be glad to do so. 


OBLIGATIONS 


Mr. Wuirten. Before we complete our hearings with the Depart- 
ment, I would like to have a statement of your obligations as of 
January 31, 1955. Insert it in the record at this point. 

(The information requested follows:) 
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Fripay, Marcu 4, 1955. 


FARM CREDIT ADMINISTRATION 


WITNESSES 


MARVIN J. BRIGGS, VICE CHAIRMAN 

ROBERT B. TOOTELL, GOVERNOR 

HAROLD A. MILES, DIRECTOR, SHORT-TERM CREDIT SERVICE 
JOHN C. BAGWELL, GENERAL COUNSEL 

JAMES L. WILKINSON, BUDGET OFFICER 


ADMINISTRATIVE ExpENsES, Farm Crepit ADMINISTRATION 


Amounts available for administrative expenses 


1954 actual | 1955 estimate | 1956 estimate 


ns 


Limitation or estimate 
Reimbursements from non-Federal sources 
Reimbursements from other accounts--_--......-..------------ | 


7a 


Obligations incurred | 2, 148, 798 2, 320, 000 





Note.—Reimbursements from non-Federal sources are proceeds from sale of personal property (40 U. 8. C. 
481 (c)). 


Administrative expenses by activities 


Description 1954 actual | 1955 estimate | 1956 estimate 


Direct Obligations 


1. Supervision and examination of and facilities and services to 

farm credit banks and corporations $2, 136, 452 $2, 320, 000 $2, 320, 000 
2. Obligations under reimbursements | 

SOOO is dicin ctigdeuccin cephsdns 60% a -| 634 | 





Total direct obligations . 2, 137, 086 


Obligations Payable Out of Reimbursements From Other 
Accounts 


1. Supervision and examination of and facilities and services to 
farm credit banks and corporations---...--......--.---- a 11, 712 





CORINNA tistics 5 5 sin Sa send oncct seas 2, 148, 798 | 2, 320, 2, 320, 000 


Administrative expenses by objects 


Object classification 1954 actual | 1955estimate | 1956 estimate 


Summary of Personal Services 


Total number of permanent positions 
Average number of all employees- - - 
Number of employees at end of year. - 





Average salaries and grades: 
General schedule grades: 
Average salary. _- ‘ : 5, 93 $5, 966 
Average grade ___ GS-8.4 15-8.4 


Personal service obligations: 
Permanent positions $1, 806, 394 $1,908,900 | $1, 905, 400 
Positions other than permanent: Board compensation - 12, 166 45, 000 5, 000 
Regular pay in excess of 52-week base__-- cl 6, 974 7, 600 , 600 
Payment above basic rates___- , 749 - 
Payments to other agencies for reimbursable details 


Total personal service obligations............-.--- ; , 844, 551 | 1, 958, 000 








1738 


Administrative expenses by objects—Continued 


























Object classification 1954 actual | 1955 estimate | 1956 estimat 
Direct Obligations 
01 Personal services___- 4 . Sdne-ba-eez-s 4> $1,886, 758 $1, 961, 500 | $1, 958, 000 
02 Travel : tine Tee 198, 355 | 247, 500 | 247, 500 
03 Transportation of things ~cbeusiencgs take Oh wGae 4. 480 * 4,500 | 4. 500 
04 Communication services... _._- » caasiieaaitica ae Mem liet Tak cen te 37, 267 | 37, 600 37. 6M) 
05 Rents and utility services................-.-22-2..- Sé.ate. 9, 818 | 9, 800 9, 800 
06 Printing and re production . ‘ eee ee ee 17, 104 | 19, 000 | 19. 000 
07 Other contractual services. - - = eden 2, 739 | 14, 500 14, 500 
Services performed deo other agencies...._____---..-_---- | 6 MO) Riz HI 
08 Supplies and materials_- . scp an allah oie > Sp | 14, 470 | 15, 000 | 15, 000 
09 Equipment---_-. Se ccnee Vena ehiecoacuel 8, 835 | 9, 100 | 12, 60 
15 Taxes and assessments... _....._.......-----..--.--- vere) 1, 400 | 1, 500 | 1, 500 
Total direct obligations. _- ola ace teens Fineeuc) 2, 137, 086 2, 320, 000 | 2, 320 000 
Obligations Payable Out of Reimbursements From Other Accounts | pg 
| 
OF ; I IR iin, Sib birch bs ocak cdc cea paced 7, 793 | 
Oe BRN. hcunevssnndtebaases : pnaephone- ti aire ails ae ell 28 
04 Communication services.....................------------ Rt icc scees es 
05 Rents and utility services.......................-.---...- BN Pisin <= eek seas 
08 Supplies and materials___._____- Se att eee ieee Sean ss a 507 | s cseanenevelalliienen 
Ge ee ce ee ke 88 keh acawociace WP b-eorisa-nresr os Fecres 
Total obligations payable out of reimbursements from | 
INNES MII o.oo ocd pn ccc dana decataeneens~ 4, Sere eel 
Obligations incurred.._.............----------------+--- | 2, 148, 798 | 2, 320, 000 2, 320, 000 





ADMINISTRATIVE EXPENSES, FEDERAL FARM MortTGAGE CORPORATION 


Amounts available for administrative expenses 


| 
1954 actual | 1955 estimate 1956 estimate 


| 
‘ 
Témitation or detimete...:........2...25.5..15 MRO Re $750, 000 | $650, 000 | $550, 000 


Unobligated balance, not available for subsequent years - - ---- 68,0665 |.............- lance 
Total administrative expenses... --...................-..- 691, 945 650, 000 | 550, 000 


1 


Administrative expenses by activities 


Payment for administrative services: 


SE. dh dee hos ote as Vere zo ee 
1955 _ - RE Pe, ea aes oe pies oer 650, 000 
Ws nckacuukspaiauhames pial old weil oie 5 ae 550, 000 


Administrative expenses by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 
| | | 


| | 
07 Other contractual services: | 


MANE BEE CIRIIIN 5 on ere cn cdo oeicdc en duvecc : $688, 622 $646, 000 | $546, 000 
Federal Reserve banks.........___.__.__-___- sasmarel 150 | 250 250 
General Accounting Office audit expense - $3 3, 173 | 3, 750 3, 750 


Total administrative expenses... ............._..--} 691, 945 | 650, 000 550, 000 
! | 











AD 
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ApMINISTRATIVE EXPENSES, FEDERAL INTERMEDIATE CREDIT BANKS 


Amounts available for administrative expenses 
: I 


1954 actual | 1955 estimate! 1956 estimate 


Limitation or estimate. $1, 690, 000 $1, 740, 000 $1, 825, 000 
Unobligated balance, not av: ailable for subsequent years —30, 793 


Total administrative expenses - - - ‘  ° 659, 207 1, 740, 000 1, 825, 000 


Administrative expenses by activities 


Discounting agricultural paper for, and making loans to, production 
credit associations, agricultural credit corporations, commercial 
banks, banks for cooperatives, and other financing institutions: 


1955- 


Administrative Expenses by Objects 


1 


Object classification | 1954 actual | 1955 estimate | 1956 estimate 





20, OM —— oe 7 . — = a a - 


Total number of permanent positions- ---- j 306 299 313 
Full-time equivalent of all other positions__- ; <a Y 9 9 
Average number of all employees. - - ; 284 293 313 
Number of employees at end of year. ‘ 287 293 313 
Average salary: semi ranges established by boards of di- 

rectors ; $4, 467 $4, 56 $4, 505 


01 Personal services: 

Permanent positions___- dats $1, 221, 521 $1, 288, 488 $1, 357, 119 
Positions other than permanent_. cea ; 36, 804 39, 935 40, 878 
Regular pay in excess of 52-week base_____.____-- 4,791 5, 004 5, 230 
Payment above basic rates we 2, 797 2, 773 | 773 
Excess of annual leave earned over leave taken 18, 973 
Other payments for —_— services: Directors’ 

compensation. ..----- ia ee , 28,131 | 31, 300 32, 350 


Total personal services_- oft : 1, 313, 017 1, 367, 500 | 1, 438, 350 

02 Travel. ‘ - 37, 992 46, 900 50, 850 
04 Communication services. .- alphabets be tig aha a 20, 959 21, 750 22, 400 
05 Rents and utility services.________- ec ; 126, 485 127, = 130, 500 
06 Printing and reproduction tise é Bh 13, 598 16, 2 17, 000 
07 Other contractual services. __-.--- a adie wet 39, 138 41, 150 42, 450 
General agents’ expense___- 78, 583 | 83, 200 86, 300 
General oes gh Office audit expense __ th eel 5, 685 8, 750 8, 750 
Supplies and materials_- . 8 9, 342 10, 500 11, 250 
Equipment_____- 4 Sie ‘ 10, 869 11, 850 12, 200 


Taxes and assessments... gt ee ita j 3, 539 4, 350 4, 950 


Total administrative expenses _ - Sea oes a aaa 1, 659, 207 1, 740, 000 1, 825, 000 


ADMINISTRATIVE ExpENsES, PropucTION CREDIT CORPORATIONS 


Amounts available for administrative expenses 


1954 actual | 1955 estimate 1956 estimate 


Limitation or estimate Si $1, 465,000 | $1, 540, 000 a $1, 595, 000 
Unobligated balance, not available for subsequent years. —17, 594 | . et 


Total administrative expenses. ___._...__...-.--------- | 1,447,406 | 1, 540, 000 | 1, 595, 000 





1740 


Administrative expenses by activities 


Organizing, providing supplemental capital for, and supervising pro- 
duction credit associations: 


Administrative expenses by objects 


Object classification 1954 actual | 1955 estimate | 1956 estimate 


Total number of permanent positions | 200 
Full-time equivalent of all other positions . 3 4 | 
Average number of all employees. -.-..-...-..--..-------------- | 
Number of employees at end of year | 








Average salary: Salary ranges established by boards of direc- | 
DU pautielecainen acccacseses : , 117 | $6, 224 $6, 138 


01 Personal services: | 
Permanent positions__- --- Sa aa haat fen aii ii $1, 037, 518 $1, 072, 848 
Positions other than permanent 23, 383 
Regular pay in excess of 52-week base 
Payment above basic rates: Overtime compensation -- 
Excess of annual leave earned over leave taken_- 
Other payments for pane services: cae com- | 

pensation -------- i¢iscusben’ 32, 136 33, 825 








Total personal services_.........-------- A |. 1, 061, 621 1, 098, 800 1, 136, 150 
Travel mia poeta ee mkime nied 195, 014 230, 300 245, 950 
Communication services- ----- saniae wens naib 21, 372 22, 900 | 22, 900 
ee 57, 393 58, 800 59, 450 
Prnting ona feproduetion.....................-.--......--] 11, 153 11, 550 11, 550 
Other contractual services ---- ; 15, 401 17, 350 17, 500 

General agents’ expense | 66, 687 71, 550 71, 300 
General Accounting Office audit pee... scheint 2, 421 3, 750 3, 750 
Sapones GG MAUI... ... <<. ~--...ccccccunssnee 11, 416 13, 300 13, 650 
Equipment. a ra ah Og bac eae alba lei ns ae 2, 983 9, 350 10, 350 
Taxes and assessments.. 1, 945 2, 350 2, 450 








Total administrative expenses | 1, 447, 406 1, 540, 000 1, 595, 000 





Mr. Wuirten. Gentlemen, we come now to possibly the most im- 
portant agency to Agriculture at the present moment. That is the 
Farm Credit Administration. It looks like it is going to have a bigger 
place in the picture if we do not get some things changed. 

Before we go ahead, I vome like to have inserted in the record at 


this point pages 1 to 12, 22 to 27, 30 to 37, and 40 to 45 of the 
justifications. 


(The pages referred to are as follows:) 


PuRPOSE STATEMENT 


The Administration provides supervision, examination, facilities and services 
to a coordinated system of Farm Credit banks and corporations which make loans 
to farmers and their cooperatives. A fundamental principle of supervision is 
the encouragement and development of agricultural cooperative institutions, 
with complete farmer ownership the ultimate objective of the institutions super- 
vised. Services and facilities furnished by the Administration facilitate the 
operations of the several institutions and their progress toward farmer owner- 
ship. Typical services are: Assistance in financing and investments, custody 
for collateral for bonds and debentures, credit analysis, development of land- 
appraisal standards and policies, pre paration of reports and budgets, and prepara- 
tion and distribution of information on farm credit. All the expense of this 
activity is paid by assessments collected from the institutions comprising the 
Farm Credit System. 


Tl 
Far! 
by | 


land 
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The Administration is an independent agency under the direction of a Federal 
Farm Credit Board (67 Stat. 390). The Administration was originally created 
bv Executive Order No. 6084 on May 27, 1933, and was transferred to the De- 
partment of Agriculture on July 1, 1939, by Reorganization Plan No. 1. 

On November 30, 1954, the Administration had 293 full-time employees of 
whom 179 are in Washington. The 114 field employees are farm loan registrars, 
land bank appraisers, and Farm Credit examiners. 

Administrative expenses: 
Limitation, 1955_-_-_-_ -- : a a4! _. $2, 320, 000 
Budget estimate, 1956 et a te 2, 320, 000 

(a) Administrative Expenses (Authorization for the obligation of assessments 
collected from Farm Credit banks and corporations) : 

Limitation on expenses, 1955 and base for 1956 : $2, 320, 000 
Budget estimate, 1956_____ 7 ; 2, 320, 000 


CO cena nao 


Project Statement 





1955 


estimated 


1956 


rnioc 
Project estimated 


Change 





1. Supervision and examination of and facilities and | 
services to farm credit banks and corporations. | $2,136,452 | $2,320, 000 | aie $2, 320, 000 
Unobligated balance. -_-- : : ; cece 119, 048 


Limitation or estimate. iweb ahs pteictaaes 2, 255, 500 2, 320, 000 F 2, 320, 000 


Status oF PROGRAM 


Farm Credit Administration is a supervisory agency established to provide 
the banks and corporations comprising the Farm Credit system with centralized 
and coordinated supervision and examination, and to furnish facilities and serv- 
ices which are essential to the operation of the system and to its progress toward 
becoming wholly farmer owned. 

The Farm Credit Act of 1953 established the Farm Credit Administration as 
an independent agency and created in the Administration a Federal Farm Credit 
Board (67 Stat. 390). The Board has responsibility for the direction, super- 
vision, and control of the Administration and its operations. The Board consists 
of 13 members: 12 appointed by the President with the advice and consent of 
the Senate; the thirteenth designated by the Secretary of Agriculture. In making 
appointments to the Board, the President considers nominations made by the na- 
tional farm loan associations, the production credit associations, and borrowing 
farmer cooperatives in each of the 12 Farm Credit districts. One purpose of the 
act is to facilitate increased borrower participation in the management and con- 
trol, and ultimate ownership of the Farm Credit system operating under the 
supervision of the Farm Credit Administration. ‘This purpose is to be accom- 
plished by certain provisions of the act and through further recommendations 
to the Congress to be made by the Farm Credit Board. In compliance with 
section 2 of the Farm Credit Act of 1953, the Federal Farm Credit Board has 
submitted to the Congress a special report making recommendations of means 
supplemental to those provided by the act, of increasing borrower participation 
and ownership of the Farm Credit system to the end that the investment of the 
United States in the Federal intermediaté credit banks, production credit cor- 
porations, Central Bank for Cooperatives, and regional banks for cooperatives 
may be retired. In addition, reeommendations were made for improvements 
in the Federal land bank system. 


SUPERVISION AND EXAMINATION OF AND FACILITIES AND SERVICES TO FARM CREDIT 
BANKS AND CORPORATIONS 


The farm credit system is comprised of 12 districts, each having a district office 
through which agricultural credit services are available to farmers and their co- 
operatives everywhere in the United States. The location of the district offices 
and the area served by each is shown on the map on page 3. The banks and 
corporations located in the 12 district offices are engaged either in making or dis- 
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counting loans to farmers and their cooperatives or in the supervision of the lend- 
ing activities. The Federal land banks make amortized real-estate mortgage 
jans through national farm loan associations and act as agents of the Federal 
farm Mortgage Corporation in servicing its assets. The district banks for co- 
operatives makes loans to finance the production, marketing, and service opera- 
tions of farmer cooperatives. The production credit corporations are not lending 
azencies; they supervise the production credit associations in their crop, livestock, 
aid general purpose loan operations and, in some instances, provide a part of their 
apital. The Federal intermediate credit banks provide agricultural loan dis- 
count facilities for production credit associations and other eligible financial insti- 
tions. National farm loan associations and production credit associations are 
redit cooperatives located in farm communities to provide convenient mortgage 
nd production credit service to farmers. The Federal Farm Mortgage Corpora- 
‘ion and the Central Bank for Cooperatives are in Washington. The Federal 
farm Mortgage Corporation discontinued making land bank commissioner loans 
n July 1, 1947, and has since made substantial progress in the liquidation of its 
yssets—principally loans outstanding as of that date. The Central Bank for 
Cooperatives participates with district banks for cooperatives in their loans to 
farmer cooperatives and makes loans to cooperatives whose activities are carried 
on in more than one farm credit district. 

Influence of the farm credit system in the agricultural credit field——The influence 
of the farm credit system in the agricultural lending field is substantially greater 
than might be indicated by the relatively small percentage of credit it provides. 
The system continues to set the agricultural credit pattern as its interest rates 
and loan terms meet the specific requirements of farmers and their cooperatives. 
To maintain this desirable influence, the system must continue to do a reasonable 
share of the farm loan business everywhere in the United States and must have 
resources to assure efficient and effective organizations. 

Significance of the program.—Fffective Farm Credit Administration supervision 
and examination have promoted the development of the farm credit system 
The system has developed sound administrative management and the facilities 
and services made available by the administration have enabled it to serve farmers 
well. The steady increase in the number of farmers participating in cooperative 
eredit indicates their confidence in the farm credit system, and demonstrates that 
with effective leadership such a credit system is desirable and feasible. Objec- 
tives of the farm credit system which can be attained best through coordinated 
effort under central supervision are: to assure farmers a permanent source of 
edit by strengthening the farm credit institutions; to assure dependable sources 
of loan funds, which are of first importance to any credit system, by maintaining 
the confidence of investors in farm credit securities through adherence to sound 
credit principles and maintenance of strong financial structures; to accomplish 
the retirement of Government capital without impairing the effectiveness of the 
system. 

The agricultural economic situation, crop production levels, trends in the re- 
quirements for credit to finance farming operations, the money market—all these 
factors have a considerable bearing on this activity. These and other elements 
are reviewed to illustrate their relations to this activity, and to show the scope 
and variety of the administration’s supervisory and advisory considerations in 
conjunction with the financing and lending operations of the credit institutions in 
the farm credit system. 


TRENDS IN AGRICULTURAL CREDIT 


FRR LOAN ASSOCIATIONS 
we CREO A980CIATIONS MOT SHOWN 


General agricultural situation, agricultural indexes 
[1910-14 =100] 
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The decline of average prices received by farmers since the record-high year ¢ 
1951 continued during 1954, but at a slower pace. Increases in some prices 
were more than offset by declines in prices received for hogs, dairy products, ego: 
poultry, rice, and some other products. The index of all prices received averages 
251 (11 months) in 1954, compared with 258 in 1953, and 302 in the peak yea 
1951. 

Prices paid by farmers, on the other hand, rose slightly in 1954. The genery 
index averaged 281 (11 months), compared with 279 in 1953, and 282 in 195) 
As a consequence, the ratio of the indexes of prices received to prices paid deelineg 
from 92 in 1953 to 89 (11 months) in 1954, thereby increasing the price-cos; 
disadvantage to most farmers 


at 


Farm income, assets, and debt 


{Billions of dollars, calendar years] 





Item 1954 


Net farm income for year___-. ~~ -- 
Farm assets, end of year: 

meds Seteate.....<.0c.c-..- 

ss ih ska tc ae 


Total 
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Farm debt, end of year: 
Real estate 
Non-real estate !_._- 


Total... 








1 Excludes loans held or guaranteed by Commodity Credit Corporation. 


Notwithstanding drought in the South and Southwest and stem rust damage in 
the spring wheat areas, crop yields averaged sufficiently high to produce a rels- 
tively large total crop output. Livestock production also was at a high level 
While this relatively large volume of products to sell helped to offset the price 
cost disadvantage, total net farm income declined to $12.5 billion, compared 
with $13.3 billion in 1953, and $14.5 billion in 1951. 

With lower farm incomes, farmland values per acre also were less than in 1953 
The index, as of March 1954, of 197 was about 4 percent below the level of March 
1953. While further declines occurred in the drought and other areas during 
1954, values strengthened in other parts of the United States so that the index 
of average values showed no further declines during the year. 

Relationship of agricultural situation to credit requirements.—The experience 
of the Farm Credit System is reflected in the following table showing volume of 
loans made in 1940, 1951, 1952, 1953, and 1954: 


Loans made to agriculture by Farm Credit institutions 


[Millions of dollars] 


Year ended June 30 


Lending institution ae eemiarnieeee pcos ———$ $$ 
1954 1953 | 1952 1951 1940 


Federal land banks-.-- ee ‘a : $272 | $237 $206 | $5 
Federal Farm Mortgage Corporation... re. _| i 3 
Production credit associations - -.---_--- : ; 1, 290 | 1, 377 1, 222 
Banks for cooperatives _--_- wich So \ 506 537 510 
Federal intermediate credit banks_ _-_-- Ee eias , 79 1, 906 2, 077 1, 924 


iE 3, 974 4, 228 3, 862 
Deduct: FICB loans to and discounts for other Farm 


Credit institutions --_-- ; ea 1, 692 1, 839 1, 704 | 


Net total 2, 282 2, 389 2, 158 | 
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With lower prices of feeds, cattle, and other livestock, the decline’in the amount 
of credit needed by farmers for operations and particularly for purchase of feeders 
continued into the calendar year 1954. Both the average size of loan and the 
total volume of credit extended by production credit associations followed this 
pattern. Toward the middle of the year, as prices of some products strengthened, 
there was an increase over 1953 in both the number and average size of loans. 
It has been estimated, however, that there will be a small additional decline in 
the amount of total non-real-estate farm debt held by all lenders at December 31, 
1954. 

The amount of farm mortgage credit, on the other hand, has continued to increase 
and it is estimated that the amount outstanding at close of calendar year 1954 
will maintain the upward trend. The average size of loan by all lenders has been 
rising for many years, but during 1954 there were indications that it might be 
leveling off. However, the total amount of Federal land bank loans closed showed 
a further increase in 1954. 

Loans by the banks for cooperatives continued to decline in 1954, partly as a 
result of lower prices in the commodity markets, and partly because of the in- 
creased volume of some products placed under loan to the Commodity Credit 
Corporation instead of moving into normal marketing channels. 


Loan outstanding by Farm Credit institutions 


{Millions of dollars} 





| 
| 


As of June 30 
Lending institution . : sas ae ? o iad —— 
1954 1953 1952 | 1951 | 1940 


Federal land banks. ..--.----------- Zs $1,242 | $1,136 | $1, 046 | $974 | $1,880 
Federal Farm Mortage Corporation - ---- 15 | 20 27 | 37 | 669 
Production credit associations - ------------- sen auaal 740 | 768 | 798 682 | 200 
Banks for cooperatives Wiha 304 319 342 311 | 63 
Federal intermediate credit banks. -------------- 791 830 903 795 237 


—— 





Stik ce bees Aaah kasnes senses mel 
Deduct: FICB loans to and discounts for other Farm | 
Credit institutions - - ~~. -- waeeee tee 


Net B00 vn icdsenbetnsscvcen sasnennne| 2, 368 | 2,329; 2,311) 2,096 | 2, 853 
| ' 


724 | 744 | 805 | 


a ee LE 
3,092| 3,073; 3,116] 2,799| 3,049 


196 


Credit outlook.—While the pattern in calendar year 1955 will depend in part at 
least on the trends of farm prices and costs, it seems probable now that the de- 
mands for non-real-estate credit and credit to cooperatives will at least be main- 
tained at the 1954 rate, but that a further increase in real-estate loans may be 
expected. 

The prospects now are that the price-cost squeeze will continue during 1955. 
This is likely to discourage any extensive expansion of operations by farmers and 
ranchers, but perhaps will encourage the making of farm adjustments which will 
aid in reducing costs and increasing efficiency of operations. 

Loans by the Federal land banks may be greater in total amount during 1955 
partly because of continued heavy demand for real-estate credit, but partly be- 
cause of revisions being made in appraisal standards. A review of the normal 
prices and costs being used by land bank appraisers when appraising farms as 
security for Federal land bank loans has resulted in some increase in the level of 
appraisals, especially for higher quality farms. This may have some upward 
influence on the average size of Federal land bank loans, and it may also increase 
the number of loans. The favorable interest rates offered by the Federal land 
banks also will be a factor helping to maintain the volume of loan applications. 

_The Farm Credit Administration believes that the institutions under its super- 
vision should be leaders in improving agricultural credit services on a sound 
basis. Some of tue administrative policies inaugurated during 1954, including 
those referred to above, should be helpful in improving credit service. Although 
the institutions in the Farm Credit System hold only about one-eighth of the 
combined farm debt, as shown in the table below, they definitely exert a com- 
petitive influence, and any improvements adopted by the Farm Credit System 
are likely to be beneficial to borrowers from other institutions. 
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Debt owed by farmers by types of lenders and proportion of total held by each, 
Dec. 31, 1953 


{In millions] 


Type of lender Amount arse of 


Real-estate loans; 
Federal land banks. 
Federal Farm Mortgage Corporation -. 


Total, Farm Credit institutions 


Insurance companies . - 
Commercial banks --- - 
Farmers’ Home Administration. - 
Individuals and others 


Total, other lenders 


Total, real-estate loans. __- ah . 7,656 


Non-real-estate loans: 
Production credit associations !___.___._- ita 
Federal intermediate credit banks 2..___-_-_- 


Total, Farm Credit institutions. - --- 





Commercial banks ! 7 
Farmers’ Home Administration 
Individuals and others. . 
Dotal, other lenmibere.s. << << oso ccinss~ 50. 3ku- 
Total, non-real-estate loans. ..............-_- 
Combined debt: 
Held by Farm Credit institutions. ...................__._.-- 
Held by other lenders. - PES alee a ae Ee 12, 821 | 


Total debt......-.-- 14,614 | 





1 Excludes loans held or guaranteed by Commodity Credit Corporation. 
? Loans to and discounts for private financing institutions only. 


LENDING FUNDS OF THE FARM CREDIT INSTITUTIONS 


The lending funds used by the farm credit system are obtained primarily from 
the sale in the investment market of bonds and debentures. In this way, the 
Farm Credit institutions provide an effective link between farmer-borrowers 
and the investing public. The Farm Credit securities—consolidated Federal 
farm loan bonds, consolidated Federal intermediate credit bank debentures, and 
Central Bank for Cooperatives debentures—are not guaranteed by the Govern- 
ment either as to principal or interest but are secured by notes and mortgages 
deposited as collateral with the Farm Credit Administration. These securities 
are considered by the market to be prime investments, and they carry rates which 
are only slightly higher than Government obligations. The banks for coopera- 
tives are completing arrangements for the sale effective February 1, 1955, of their 
first issue of consolidated debentures as permitted by legislation enacted in 1954 
(Public Law 630, 83d Cong.).. 


INTEREST RATES 


On borrowing.—Interest rates during most of calendar year 1954 continued the 
decline which was begun the previous year, resulting from a shift in the basic 
factors of supply of and demand for bank credit and investment funds. Treasury 
bond prices strengthened substantially, some issues gaining as much as 11 points 
over the 1953 lows. Short-term rates demonstrated an even sharper drop than 
long-term rates. Since late summer, however, interest rates have become some- 
what firmer because of seasonal influences and the pressure of new financing by the 
Treasury, corporations, and municipalities. The cost of new issues of securities 
by banks under the supervision of the Farm Credit Administration followed the 
general market trend. For example, the average cost of Federal intermediate 
credit bank debentures outstanding was 1.41 percent per annum on December 1, 
1954, as compared with 2.66 percent per annum a year earlier. The bonds issued 
by the Federal land banks in May, August, and November reduced the average 
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cost of the banks’ funded debt from 2.44 to 2.37 percent per annum. The Central 
Bank for Cooperatives effected a reduction from 2.94 to 1.97 percent per annum 
in its average debenture costs through two refundings during the year. 

On loans.—The Farm Credit institutions extending short-term credit"W@e able 
inmost cases to reflect the lower interest costs in their lending rates. As of January 
1, 1955, the loan and discount rates of 10 of the Federal intermediate credit banks 
will have been reduced to 1% percent, while the remaining 2 banks’ rates will be 
2 percent. 

PAs a result of the lower credit bank discount rates, a large number of the pro- 
duction credit associations reduced their lending rates in 1954. On December 1, 
247 of the approximately 500 such associations were charging 5% percent or less, 
as compared with only 35 associations a year earlier. 

The lending rates of most of the banks for cooperatives also were adjusted 
downward during the year. As of the close of 1954, the rates charged by the 
18 banks were as follows: On commodity loans, 2% percent by all banks; on 
operating capital loans, 3 percent by 1 bank, 3% percent by 12 banks; on facility 
loans, 4 percent by 2 banks, 4% percent by 5 banks, 4% percent by 6 banks. 

The rates of interest charged by the Federal land banks on loans through 
national farm loan associations were unchanged; 4 percent in 9 banks, 444 percent 
in 2 banks, and 5 percent in 1 bank. 


OWNERSHIP OF FARM CREDIT INSTITUTIONS 


A primary objective of all Farm Credit institutions is to attain farmer owner- 
ship through the repayment of capital that the United States Government paid 
in or furnished through purchase of capital stock. This objective is recognized in 
the Farm Credit Act of 1953, and has been accomplished by all of the 12 Federal 
land banks, and at November 30, 1954, by 357 of the 498 production credit associa- 
tions. The Government owns the Federal Farm Mortgage Corporation, the 12 
Federal intermediate credit banks, and the 12 production credit corporations, 
and has the major capital interest in the 13 banks for cooperatives. 


Net worth of Farm Credit institutions at June 30, 1954 


Earned surplus | 
Paid-in | sad " Total net 


Institution capital | worth 


Reserved Unreserved | 





| 
| 
Federal land banks. ----- --- es | $75, 755, 557 | $226, 068, 111 $29, 898, 938 | $331, 722, 606 
Federal Farm Mortgage Corporation--- JT ) Sees | 16, 506, 208 16, 516, 208 
Federal intermediate credit banks..........--| 162,800, 000 16, 975, 000 30, 060, 409 109, 835, 409 
Banks for cooperatives. ..........-------- 167, 949, 900 28, 380, 253 49, 996, 315 246, 326, 468 
Production credit corporations 31, 735, 000 }..---- 14, 271, 339 46, 006, 339 


| 


CO adisnscdistaenewnn< 338, 250,457 | 271, 423,364 | 140, 733, 209 2750, 407, 030 


——S SE ——— —_} —________ _____________},___- = = 


Memo: | 
Production credit associations-----__- | 97, 308, 373 85, 430, 999 5, 398, 981 188, 138, 353 
National farm loan associations...............| 75, 799, 442 24, 799, 271 | 133, 870, 733 











1 Includes $2,800,000 of paid-in surplus. 
? 33 percent of total net worth is capital and surplus paid in by the U. S. Government. 


_ Federal land banks.—The Federal land banks have been wholly owned by farmer- 
borrowers since 1947, through ownership of stock in national farm loan associa- 
tions. 

Federal Farm Mortgage Corporation.—All but $10,000 of the Government’s 
capital investment of $200 million has been transferred to the surplus fund of 
the Treasury. The Corporation is liquidating its assets. At November 30, 1954, 
it had paid dividends of $131 million to the United States Treasury and further 
payments will be made as liquidation progresses. 

Federal intermediate credit banks.—The Government’s capital investment in the 
Federal intermediate credit banks at June 30, 1954, was $62,800,000, consisting 
of the $60 million original capital stock investment and $2,800,000 paid-in surplus 
supplied to 4 of the banks out of the $40 million revolving fund. 

Banks for cooperatives.—As of June 30, 1954, the banks for cooperatives had 
$150 million of Government capital and $17,949,900 of capital furnished by 
farmers’ cooperatives who use the banks’ facilities. Plans are being considered 
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whereby farmers’ cooperative associations may become the owners of the banks for 
cooperatives. 

Production credit corporations.—The production credit corporations had reduced 
the Gevernment’s original capital investment of $120 million to $31,735,000 on 
June 30, 1954. This reduction reflects a transfer of $30 million to the surplus 
fund of the Treasury and repayments totaling $58,265,000 to a capital stock 
revolving fund. 

Production credit associations.—The production credit associations’ initial capital 
stock was furnished indirectly by the Government through purchase of association 
stock by the production credit corporations. The corporations’ investment ip 
association capital stock has been reduced from a peak of $90,086,450 on December 
31, 1934, to $3,623,000 on June 30, 1954, when members owned $93,685,373 of 
the $97,308,373 aggregate capital of all associations; 357 of the 498 associations 
were wholly member owned on November 30, 1954. 


FEDERAL FARM MortTGAGE CORPORATION 
PURPOSE STATEMENT 


The Federal Farm Mortgage Corporation (wholly Government-owned) was 
created by the act of January 31, 1934 (12 U.S. C. 1020 et seq.) with the following 
authorities: finance land bank commissioner loans, purchase Federal land-bank 
bonds, make secured loans to Federal land banks, exchange its bonds for Federal 
land-bank bonds, and obtain necessary funds through sale of its own bonds. 
The authority to finance land bank commissioner loans is now exercised only in 
the liquidation and collection of existing commissioner loans, authority to make 
new commissioner loans having expired July 1, 1947. To carry out the afore- 
mentioned authorities the Corporation was capitalized at $200 million subscribed 
for by the Governor of the Farm Credit Administration on behalf of the United 
States and given authority to issue and have bonds outstanding at any one time 
in an aggregate amount not to exceed $2 billion. 

Since July 1, 1947, the Corporation’s primary function has been that of liquidat- 
ing its assets. This has resulted in the transfer to the Treasury surplus fund of 
$199,990,000 capital, and the payment of dividends into the general fund of 
$131 million as of November 30, 1954. The Corporation has no unmatured 
outstanding bonds and its borrowing authority has been reduced to $500 million. 

The Corporation has no employees. The services and facilities of Farm Credit 
Administration and the Federal land banks are utilized in carrving out the fune- 
tions of the Corporation. 


Administrative expenses: 
Limitation, 1955____---.- 5 fat P $650, 000 
Budget Estimate, 1956___ ae 550, 000 


Authorization for expenditure of corporate funds— Administralive expenses 


Limitation on expenses, 1955, and base for 1956 Pia $650, 000 
Budget estimate, 1956___- se eee ae _. 550, 000 


Decrease (reduction in payments to the Federal land banks for servicing 
the Corporation’s assets). -_____- aa , -.— 100, 000 


Project statement 


1956 


| 
Project 1954 — Decrease (estimated) 


(estimated) 


1, Payment for administrative services: | ae 
Federal land banks__- hand tweet $688, 622 | $646,000 | —$100, 000 $546, 000 
te akneis 


| 
scidibaaainaiaae eamehnencdee : aac 


Federal Reserve banks. _._- aa 150 250 , 250 
General Accounting Office audit expense. _. 3, 173 3, 750 





Subtotal. __._...__- | 691, 945 | 550, 000 
58, 055 





550, 000 


Limitation or estimate. -__.- eet Sere 750, 000 | 


STATUS OF PROGRAM 
Purpose 

The Corporation was established by the act of January 31, 1934 (12 U. 5. ©. 
1020), with the following authorities: to finance land bank commissioner loans, t0 
purchase Federal land bank bonds, to make secured loans to Federal land banks, 
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» exchange its bonds for Federal land-bank bonds, and to obtain funds through 
he sale of its own bonds. The authority to make loans was repealed July 1, 1947, 
ad since then the Corporation has restricted its operations to the liquidation of 


ts assets. 


Management 

The members of the Corporation’s board of directors are: The Secretary of the 
reasury (or an official dsignated by him), the Governor of the Farm Credit 
\dministration, and a Farm Credit Administration official designated by the 
‘overnor. The Corporation utilizes the services and facilities of FCA and the 
Federal land banks to carry out its corporate functions. 


Funds 

1. Capital and borrowing authority—The Corporation was capitalized at 
3200 million, all paid in by the United States Government. All but $10,000 has 
been repaid to the Treasury. The Corporation has authority to issue bonds up to 
$500 million. No unmatured bonds are outstanding. 

2. Retained earnings and dividends.—The Corporation had unreserved retained 
earnings of $16,506,208 at June 30, 1954. As of November 30, 1954, $131 million 
of dividends had been paid to the United States Treasury. Further payments 
are to be made as assets are liquidated. 

Liquidation of assets.—This activity began July 1, 1947, when lending activities 
were terminated—$15,881,022 of loans remained to be liquidated on June 30, 1954. 
Estimated liquidations during the current fiscal year and 1956 will reduce the loan 
balance to about $8,548,000 on June 30, 1956. In 1954, $5,765,459 of loans were 
liquidated; this includes sales of $217,378 to the Federal land banks. 

Operating results—1954 operations resulted in a net budgetary receipt of 
$6,417,632; receipts are estimated at $4,455,900 for 1955 and $3,121,600 for 1956. 


Statement of sources and application of funds 


1954 actua! | 1955 estimate | 1956 estimate 
| } 


| 
FUNDS APPLIED 


Lowit tq Sao obit pi S59 pss ap negns se so $62, 980 $40, 000 |.-.- ia 
Acquisition and improvement of property (collateral) 20, 310 28, 500 | $39, 000 
OR I ian nw 655 cdeansohaneoncasshn ; 691, 945 650, 000 550, 0000 
Ope tay CuO eG eeneasc wee cebu k csi dantenceliecl Qn ceue ca! 57, 842 63, 700 | 61, 800 
Payment of matured bonds--...-..............--..--- rae 51, 400 50, 000 | 50, 000 
Dividend to U. S. Treasury-.-.-.__.-.---- 4 , 000, 000 | 4,000, 000 |..-- a 
Increase in Treasury cash . : oe 405, 900 | 3, 071, 600 


Total bnnesabtelas ela , 884, 477 5, 238, 100 3, 772, 400 


FUNDS PROVIDED 


Collection of loans. ----- ee : ae 5, 827, 366 4, 270, 000 3, 103, 000 
Sale of property “a 2 444, 984 252, 000 152, 000 
Income Sarr aida Ee 936, 330 688, 000 508, 000 
Decrease in working ecapital____-. Jépeoaein ed 42, 029 28, 100 9, 400 
Decrease in Treasury cash... .........------- eo 633, 768 at ' 


Total means ; ‘ 7, 884, 477 5, 238, 100 3, 772, 400 


FEDERAL INTERMEDIATE CREDIT BANKS 
PURPOSE STATEMENT 


The Federal intermediate credit banks were created by the Agricultural Credits 
Act of 1923 (12 U. S. C. 1021, 1022). They serve as banks of discount for agri- 
culture and do not make loans directly to individuals or accept deposits of funds 
other than as collateral security. The banks discount agricultural and livestock 
paper for local financing institutions such as production credit associations, agri- 
cultural credit corporations, livestock loan companies, and commercial banks, 
and make loans to them on the security of such paper. Their lending operations 
are financed primarily by the sale of consolidated collateral trust debentures. 
[he Government assumes no liability for the debentures and other obligations of 
the Federal intermediate credit banks, either as to principal or interest. 

Each bank operates under the direction of a district farm credit board. The 
banks are supervised by the Farm Credit Administration. Operating expenses, 
Including interest costs, are paid from the income of the banks. 
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The Government’s capital investment in the banks at June 30, 1954, was 
$62,800,000, consisting of $5 million capital stock for each of the 12 banks, ang 
$2,800,000 of paid-in surplus supplied to 4 of the banks out of the $40 million 
revolving fund available for such purpose (12 U. 8. C. 1131i(e)). 

On November 30, 1954, the 12 banks had a total of 282 employees, all in the 
field. 

Administrative expenses: 
Limitation, 1955 $1,740,000. 
Budget estimate, 1956 $1,825,000. 


Authorization for expenditures of corporate funds—Administrative expenses 


Limitation on expenses, 1955, and base for 1956_-_-_-_- $1, 740, 000 
Budget estimate, 1956 1, 825, 000 


— 


Increase a 85, 000 


Project statement 








| 1955 i 1956 
1954 (esti- Increase |  (esti- 
| j ma ) 


Project 
| mated) 


1, Discounting agricultural paper for, and making loans 
to, production credit associations, agricultural credit 
corporations, commercial banks, banks for coopera- 
tives, and other financing institutions $85,000 | $1, 825, 000 

Unobligated balance 30, 793 


Limitation or estimate +85, 000 1, 825, 000 


STATUS OF PROGRAM 
Creation and purpose 


The Federal intermediate credit banks were created by the Agricultural Credits 
Act of 1923 (12 U. 8. C. 1021, 1022). They serve as banks of discount for agricul- 
ture and do not make loans directly to individuals or accept deposits of funds other 
than as collateral security. The banks discount agricultural and livestock paper 
for local financing institutions such as production credit associations, agricultural 
credit corporations, livestock loan companies, and commercial banks, and make 
loans to them on the security of such paper. Their lending operations are financed 
primarily by the sale of consolidated collateral trust debentures. The Govern- 
ment assumes no liability for the debentures and other obligations of the Federal 
intermediate credit banks, either as to principal or interest. 


Management and supervision 


Each bank operates under its own corporate management and under the direc- 
tion of a board of directors, composed of the members of the district farm credit 
board, who are, ex officio, the directors of the four permanent credit units of each 
farm credit district. The operations of the banks are supervised by the Farm 
Credit Administration. 


Source of funds 


1. Capital funds.—The Government’s capital investment in the banks at June 
30, 1954, was $62,800,000, consisting of $5 million of capital for each of the 12 
banks (12 U. S. C. 1061), and a total of $2,800,000 of paid-in surplus supplied to 
4 of the banks out of the $40 million revolving fund (12 U. 8S. C. 1131li(e)), to 
enable them to meet the credit needs of eligible borrowers within the 10 to | 
maximum debt-to-capital ratio permitted by law. The banks’ 1956 budget 
estimates provide for the return to the revolving fund of $1,150,000 of paid-in 
surplus in 1955 and none in 1956. During the current fiscal year to date three 
of the banks have returned a total of $1,400,000, or $250,000 more than had been 
estimated in June 1954 when the 1956 budget was prepared. Thus, as of Decem- 
ber 31, 1954, the system had only $1,400,000 of paid-in surplus provided out of the 
revolving fund. 

2. Unreserved surplus.—The net income of the banks from organization to June 
30, 1954, after payment of all expenses and other costs, and losses charged off, 
amounted to $56,251,995. Of this amount, $9,216,586 has been paid to the 
Treasury in franchise taxes and $16,975,000 has been transferred to reserves for 
contingencies, leaving $30,060,409 as unreserved surplus, 
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3. Borrowings.—The banks finance their lending activities primarily through 
the issuance and sale to the investing public of consolidated collateral trust deben- 
tures and by direct borrowings from commercial banks (12 U. 5. C. 1041 et seq.), 
rather than through the use of appropriated funds. The banks are authorized 
also to rediscount eligible paper with the Federal Reserve banks; however, these 
facilities have not been used for a number of years. The aggregate amount of 
debentures and other similar obligations which may be outstanding on behalf of 
anv bank may not exceed 10 times its surplus and paid-in capital (12 U. 8. C. 
1041). During the fiscal year 1954, the peak ratio of such obligations to capital 
and surplus ranged among the banks from 4.7-to-1 to 9.7-to-1, and was 7.2-to-1 
for the system as @ whole. 

(2) Debentures: Debentures are required to be secured by the assignment 
and deposit with farm loan registrars of cash, notes and other obligations 
representing loans and discounts, and United States securities, at least equal 
in amount to the amount of debentures outstanding. The total smount of 
unmatured debentures outstanding at June 30, 1954, was $725,295,000. 

(b) Notes payable: When unexpected demands arise between monthly 
debenture sale dates, short-term loans are obtained from commercial banks 
on notes payable. The banks had $18,850,000 of such obligations outstand- 
ing at June 30, 1954. 


Lending operations 

1. Types of credit—The Federal intermediate credit banks are agricultural 
banks of discount and do not make loans directly to individuals. They discount 
agricultural and livestock paper for, and make loans to, financing institutions and 
farmers’ cooperative associations to finance the seasonal production and marketing 
needs of farmers and stockmen. Maturities of most loans and discounts cover 
one production and marketing season, usually 1 year or less, although some 
loans and discounts carry maturities up to 3 years, the maximum permitted under 
the law. 

2. Eligible borrowers.—Eligible borrowing and rediscounting institutions in- 
clude production credit associations, national and State banks, agricultural credit 
corporations, and livestock loan companies. The banks are authorized also to 
make certain classes of loans and advances directly to farmers’ cooperative market- 
ing and purchasing associations. Since the passage of the Farm Credit Act in 
1935, however, loans to cooperatives ordinarily are made by the banks for co- 
operatives, which rediscount some of their loans with the credit banks or use them 
as security for direct loans from the credit banks. 

3. Volume of business.—As banks of discount, the Federal intermediate credit 
banks do not initiate lending programs or promote a demand for services. It is 
the function of the banks, expressly authorized and clearly defined in the act, to 
finance eligible and acceptable paper in whatever volume may be offered by insti- 
tutions qualified to receive credit from the banks. The volume of business thus 
is governed primarily by the demand for credit, which in turn, is a reflection of 
general agricultural and economic conditions, the volume of production needed, 
the level of production costs, crop and livestock yields, prices of agricultural com- 
modities, and other faetors over which the banks have no control. At June 30, 
1954, outstanding loans and discounts totaled $791,581,278, and consisted of 
3706,006,184 of credit to production credit associations, $67,925,094 to other 
agricultural credit corporations and commercial banks, and $17,650,000 to banks 
for cooperatives. 


Operating data 

|. Lending activities—The $1,790,273,000 of credit extended in 1954 was 6 
percent less than in 1953, but was larger than in any year prior to 1951. Credit 
extended during the last half of fiscal year 1954 was greater than in the comparable 
period of 1953. The volume of credit to be granted during 1956 is estimated at 
51,966,615,000, an increase of $176,342,000 or 10 percent over the 1954 volume. 
lhe actual volume may vary substantially from the amount estimated, since the 
demand for credit is governed largely by conditions over which the banks have no 
control, It is expected, however, that demands upon the banks for seasonal and 
short-term credit will continue at a relatively high level through fiscal years 1955 
and 1956. Continued high farm operating costs, together with lower commodity 
prices which tend to retard liquidation, have the effect of maintaining credit needs 
at a high level and should more than offset any reductions in volume that may 
result from curtailment of acreages of wheat, cotton, tobacco, and peanuts, and 
possible reductions in other crops. 
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2. Financing activities—To finance lending operations during 1956 the cregit 
banks expect to issue consolidated debentures and borrow from commercial¥banks 
for short periods a total of $1,205,720,000 or $53,630,000 more than in 1954 

3. Gross income.—The principal income of the banks is derived from interest 
earned on loans and discounts and income from investments in United States 
securities. Gross income from loans and discounts is estimated at $15,216,009 
for 1956 compared with $19, 849 ,231 earned in 1954. On January 1, 1955, the 
loan and discount rate was 1% percent per annum in 10 banks, and 2 percent in 
the other 2 banks. Income from United States securities owned by the banks js 
estimated at $1,430,000 for 1956 compared with $1,250,781 in 1954. 

4. Expenses. —The principal expenses of the banks consist of interest on out- 
standing debentures and other borrowings, admiristrative e.penses, and _pay- 
ments to Farm Credit Administration for supervision and facilities furnished and 
examination (audit). All expenses of the banks are paid out of their income and 
not from funds appropriated from the United States Treasury. The budgets of 
the banks, and expenditures of funds thereunder, are authorized by the boards 
of directors of the several banks who are responsible for the conduct of the busi- 
ness of the banks. Interest and other costs on borrowed money are estimated 
at $11,448,000 for 1956 compared with costs of $17,284,958 in 1954. The aver. 
age rate of cost on debentures outstanding in 1954 was 2.48 percent per annum, 
This rate of cost is estimated by the banks at 1.50 percent for 1956 for budget 
purposes but is subject to change as prevailing short-term rates fluctuate in the 
investment markets. 

5. Net income.—Net income of the banks for 1956 is estimated at $3,031,600 
compared with $1,977,491 earned in 1954. Out of the estimated net income for 
1956 the banks expect to transfer $1,350,000 to the reserves for contingencies, 
pay franchise taxes of $420,400 to the United States Treasury, and transfer the 
remaining $1,261,200 to unreserved surplus. 


Summary of operations—Statement of sources and application of funds 


FUNDS APPLIED 


Crop, livestock, 
Interest and other costs on borrowed money 
Administrative expenses Sn geeslehiaan 
Other expenses- 


Franchise tax pay: ‘able to Tre asury. § tidal sade Shei bib 


Increase in selected working capital_ 
Retirement of borrowings from the public: 
Debentures. ---_...----- ; 

Notes payable - - ---- 
Repayment to the re volving fund_- 
Increase in United States securities held (par) 
Increase in cash with Treasury and in banks_-- 


Total funds applied_.--- 


FUNDS PROVIDED 


Repayment of principal of crop, 
modity loans and discounts - 

Land and structures_ 
Interest on loans and discounts. - - ' 
Interest on United States securities. __- 
Other income 
Other receipts: 

Discount on securities purchased ---- 

Excess of proceeds over par value from sales of | 

securities____- ‘ ‘ 

Decrease in selecte« 1 working capital - we 
Borrowings from the public: 

Debentures. 

Notes payable - - ee 
Decrease in United States securities held (par)... + 
Decrease in cash with Treasury and in banks- - 


livestock, and com- 


Total funds provided 


and commodity loans and discounts. _-_- 


349, 731 
231, 873 
1, 894, 532 


79, 050, 000 


1, 627 


19, 449 
133, 663 
58, 674 


91, 100, 000 
1, 319, 500 
6, 784, 985 


$1, 790, 272, 806 | 
17, 284, 958 | 
1, 659, 207 | 


1, 116, 825, 000 | 


3, 010, 418, 107 | 


1, 828, 910, 197 


19, 849, 231 | 
1, 250, 781 | 


1, 060, 990, 000 | 


$1, 863, 761, 000 
11, 263, 000 

1, 740, 000 

384, 600 

449, 400 

415, 700 


1, 030, 523, 000 
99, 400, 000 


3, 020, 088, , 800 | 


1, 838, 230, 000 
1, 100 

15, 305, 000 

1, 388, 000 

17, 700 


49, 000 


89, 600, 000 


1, 150, 000 | 
7,000, 000 |. __. 
4, 002, 100 


1, 075, 498, 000 


1954 actual | 1955 estimate | 1956 estimate 


$1, 966, 615, 000 
11, 448, 00 

1, 825, 000 

384, 600 

420, 400 


1, 080, 480, 000 
87, 800, 000 


18, 300 


3, 148, 901, a 


1, 926, 473, 000 
1, 100 

15, 216, 00) 

1, 430, 00 

17, 700 


50), 800 
82, 700 


1, 117, 920, 000 
87, 800, 000 








3, 010, 418, 107 





3, 020, 088, 800 


3, 148, 991, 300 
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Selected comparative data on the operations of the credit banks 


| | 


| June 30, 1952 | June 30,1953 | June 30, 1954 


Loans and discounts outstanding $903, 310,831 |  $830,218,669 | $791, 581, 278 
Loans and discounts made during year ended (includes | | 

a ee a = | 2,077,272,277 | 1, 906, 139, 248 1, 790, 272, 806 
Unmatured debentures outstanding --_------- 847, 600, 000 | 781, 155, 000 725, 295, 000 
Debentures issued during year | 1,152,110,000 | 1,054, 470, 000 1, 060, 990, 000 
Franchise tax payable -----.--- ietacen 285, 300 | 386, 707 931, 873 
Capital stock (owned by U. 8. 60, 000, 000 60, 000, 000 | 60, 000, 000 
Surplus paid in asl 5, 825, 000 5, 650, 000 2, 800, 000 
Reserve for contingencies- -----.------- shane aa 14, 310, 000 15, 925, 000 16, 975, 000 
Unreserved surplus — 28, 204, 669 29, 364, 791 | 30, 060, 409 





FEDERAL INTERMEDIATE CREDIT BANKs REVOLVING FUND 


This revolving fund is available for investment in capital stock and paid-in 
surplus of the Federal intermediate credit banks (12 U. S. C. 1131li(e)). 


Status as of June 30 





| | . 
1954 actual | 1955 estimate | 1956 estimate 


Investment in capital stock and paid-in surplus of Federal 
intermediate credit banks: 
Beginning of year et ag ‘ | $5, 650, 000 $2, 800, 000 | $1, 650, 000 
Retired during year. née a Sa . } 2, 850,000 | —1, 150, 000 | 


iS CUE OE ONE oe os dktendcddeedsvecade dee 2, 800, 000 | 1, 650, 000 | , 650, 000 
Unobligated balance. -- sateen = 37, 200,000 | 38, 350, 000 | 38, 350, 000 


‘Total fund. 000, 000 | ), 000, 090 


PrRopUCTION CREDIT CORPORATIONS 
PURPOSE STATEMENT 


The production credit corporations, 1 in each of the 12 farm credit districts, were 
established pursuant to the Farm Credit Act of 1933 (12 U. S. C. 1131 et seq.) 
to organize, provide supplemental capital to, and supervise production credit 
associations. The latter are local cooperative associations, 498 in number, 
providing a permanent source of short-term production credit to farmers and 
stockmen throughout the United States and Puerto Rico. 

A revolving fund of $120 million was established in the United States Treasury 
in 1933 for the capitalization of the production credit corporations (12 U. 8. C. 
1131b, 1131i). This was reduced to $90 million in 1949 (Public Law 860, 80th 
Cong.) and with successive payments into the revolving fund starting in 1944 
only $31,735,000 remained as paid-in capital at June 30, 1954. Most of the orig- 
inal capital of the production credit associations was furnished by the corporations 
through the purchase of class A stock. However, the associations are designed 
to become entirely locally owned by their farmer members, and 357 associations 
had reached this goal by November 30, 1954. 

Each corporation operates within its own financial structure under its district 
board of directors. One of the principal functions is the supervision of associa- 
tions and this is designed to maintain their soundness and dependability. These 
associations in 1956 are expected to make about 285,000 loans for $1,275 million. 
At June 30, 1954, their 480,000 member stockholders had purchased and owned 
over $93,600,000 of the associations’ capital stock. 

On November 30, 1954, the 12 corporations had 166 employees (full-time 
equivalent), all in the field. 


Administrative expenses: 
Limitation, 1955________- iii J $1, 540, 000 
Budget estimate, 1956_ Las 1, 595, 000 





1754 


Administrative ecpenses—Authorization for expenditure of Corporate funds 


Limitation on expenses, 1955, and base for 1956 $1, 540, 000 
Budget estimate, 1956 1, 595, 000 


—.. 


Increase in the supervision of production credit associations 


Project statement 


(esti- Increase (esti- 


| 1955 | 1956 
| mated) mated 
| | 


1. Organizing, providing supplemental capital for, 
and supervising production credit associations ae a | $1, 540,000 | +$55, 000 $1, 595, 000 
| 7, 594 | Si 


| 
| 
Project | 1954 


Unobligated balance 


| 


ennai esa Or —_>—— 
Limitation or estimate | 1,465, 000 | 1,540, 000 | +55,000 | 1,595,009 


STATUS OF PROGRAM 
Creation and purpose 


The production credit system was organized to provide permanent credit 
facilities especially adapted to the short-term credit requirements of agriculture— 
Farm Credit Act of 1933 (12 U.S. C. 1131). The system includes 12 production 
credit corporations (one in each of the 12 farm-credit districts), and 498 local 
production credit associations. The corporations were established to organize, 
provide supplemental capital for, and supervise local production credit associa- 
tions whieh make loans to farmers and stockmen. 


Management and supervision 


Each corporation operates under its own corporate management and under the 
direction of a board of directors, composed of the members of the district farm 
credit board who are, ex officio, the directors of the four permanent credit units 
of each farm credit district. The operations of the corporations are supervised 
by the Deputy Governor and Director of Short-term Credit Service, who is respon- 
sible to the Governor of the Farm Credit Administration. The affairs of the 
production credit associations are administered under the direction of their 
respective boards of directors, generally of five members, elected by and from the 
membership of the associations. The associations are under the supervision of 
the production credit corporations and in turn the Farm Credit Administration. 


Type of operations 


The principal functions of the corporations are to organize, provide supplemental 
capital for, and supervise production credit associations which make short-term 
loans to farmers and ranchmen for general agricultural purposes. The associa- 
tions obtain most of their loan funds by discounting farmers’ notes with, and by 
other borrowings from, the Federal intermediate credit banks. The corporations 
maintain substantial resources, available for immediate use, in the form of invest- 
ments in United States securities as a backlog of reserve strength in support of 
the entire system. These resources permit immediate increases in the investments 
in class A stock of production credit associations as needed to maintain sound 
credit service. Meanwhile these securities provide the corporations with income. 

1. Supervision and organization of the production credit associations.—The 498 
production credit associations serve all of the continental United States and 
Puerto Rico. Each of the 12 corporations is responsible for the supervision of 
the associations in its farm credit district. The corporations establish the basic 
policies under which association loans are made and must approve each loan 
which exceeds 20 percent of an association’s capital and guaranty fund and all 
loans to association officers and directors. In guiding the associations in build- 
ing sound local credit institutions, the corporations emphasize (1) sound and 
constructive credit service, to farmers through the respective territories; (2) effi- 
cient, economical, and sound operations; (3) adequate reserves; (4) member 
ownership of the associations; (5) training; and (6) decentralization of responsi- 
bilities. The policies of training and decentralization have enabled the corpora- 
tions to make significant reductions in their staffs since 1940 (see table B). 
They function with relatively small staffs, a majority of whom are working directly 
with the association directors and officers largely through contacts at the associa- 
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tion offices and occasional group meetings for neighboring associations. These 
associations operate through about 1,600 offices and handle a loan volume of 
$14 billion annually. New problems are continually arising; many of which 
are of major significance accentuating the need for adequate supervision. 

2. Capitalizing production credit associations.—The initial capital of the pro- 
duction credit associations was provided by the production credit corporation 
through the purchase of class A stock in the associations. As farmers and stock- 
men obtain loans, they are required to purchase capital stock (class B) in the 
local associations and it is intended that the capital stock originally provided by 
the production credit corporations will be retired in full and the associations will 
be wholly owned by their members. In addition to the capital stock purchased 
by members to qualify for loans, many farmers and stockmen have purchased 
extra stock and others have retained the stock after repaying the loans. Cir- 
cumstances have arisen and will arise in the future where substantial capital 
investments by the corporations must be made immediately to provide some 
associations with an adequate capital structure to permit obtaining loanable 
funds necessary to maintain credit service. (For further information, see 
table C.) 

During 1954, the associations retired investments of the corporations in their 
capital stock in the net amount of $1,903,500—from $5,526,500 to $3,623,000 at 
June 30. No net reductions are estimated during 1955-56. Seventy-one 
associations retired all corporation-held stock, and at the end of the year there 
were 354 wholly member-owned associations (357 at November 30). At June 
30, 1954, farmers and stockmen owned $93,685,373, or 95.9 percent of the total 
capital of the 498 associations. 


Operating data 


The 1956 estimates reflect the increasing demands on the associations for credit 
which includes a larger number of loans but a reduction in average size. These 
demands coupled with other developments such as the continued drought which 
has spread to many areas throughout the country, the decline in farmers’ net 
income, the slowing up of collections on a considerable number of loans, and the 
need to deal effectively with problem loans in order to minimize losses, continue 
to present problems to the associations in maintaining sound and constructive 
credit services to their members and qualified applicants seeking credit. The 
result of these factors is currently reflected through a continuation of large amounts 
of renewal loans. Many of the current problems have been brought on by these 
adverse conditions and may be expected to carry forward for several years and 
other problem loans may be expected to show up since a large number of members 
are operating under adverse conditions which cannot be overcome in one or two 
crop seasons. 


Administrative expenses 


Experience has demonstrated that if the associations are to maintain a depend- 
able credit service and continue to make progress as a group toward complete 
member-ownership, supervision by the corporations must be adequate to enable 
them to determine weaknesses in the early stages and to apply corrective measures 
promptly. For a summary of personnel requirements and administrative 
expenses, together with comparative workload data, see table B. 

Capital Stock. The Farm Credit Act of 1933 established a revolving fund of 
$120 million in the United States Treasury for the purpose of purchasing the 
capital stock of the corporations, and the initial subscription for each corporation 
was fixed at $7,500,000. The revolving fund was used in its entirety from 1935 
to 1944, except that $15 million was returned to the Treasury in 1940 pursuant 
to a request by the President of the United States and was requisitioned again 
by the Governor from the fund in 1941. A program of returning capital to the 
revolving fund was begun in 1944. Annual repayments had reduced the out- 
standing capital from $120,000,000 to $81,635,000 at June 30, 1948. Pursuant 
to Public Law 860, 80th Congress, $30 million of paid-in capital was returned to 
the surplus fund of the Treasury by the corporations during 1949 which reduced 
the total amount of the revolving fund to $90 million. During 1954 the corpor- 
ations repaid capital stock in the amount of $4,225,000—from $35,960,000 
to $31,735,000 at June 30. The estimates include repayments of $1,500,000 
In 1955 and $1 million in 1956. There is no adequate basis for measuring the 
ultimate long-term capital and surplus needs of the production credit corporations 
until the system has weathered a period of falling or continued lower prices for 
larm products; however, past experience in agricultural credit has demonstrated 
the need in such a system for a strong capital structure and the availability of 
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supplemental capital for temporary pi sriods to meet sharp increases in demand fo; 


credit or other emergencies. 
such supplemental capital resources. 


Current experience is demonstrating the need fo; 
During the calendar year 1954 it was 


necessary to make substantial additional investments in six associations. 


Retiined Earnings. 
1954, retained earnings 
capital. 


TABLE A. 





FUNDS APPLIED 


Investment in stock of production credit associations 


Investment in Federal intermediate credit bank debentures. dé 


Administrative expenses. 

Other expenses 

Excess of par value Over pr oceeds from sales of United States 
> securities 

Increase in selected working capital 

Repayment to the revolving fund-- 

Increase in cash with Treasury and in banks___- 


Total funds applied 
FUNDS PROVIDED 


Retirement of stock investment in production credit asso- 
ciations_ tides 

Sale of Federal intermediate credit bank debentures. - 

Land and structures .......- 

Interest on United States securities 

Other income 

Discount on securities purch¢ ased 

Decrease in selected working capital. -__- 

Decrease in United States securities held (par) _. 

Decrease in cash with Treasury and in banks. - 


TasBLe B.—Summary of the personnel and administrative expenses 





Total funds provided. __.........- dl ddtass ok Sudo + 


1954 actual 


80, 025 
1, 447, 406 
254, 804 


54, 611 


23, 013 
4, 225, 000 


om 864, 859 


2, 683, 500 
80, 000 
560 

1, 103, 105 
103, 657 


2, 831, 850 
61, 824 


1955 estimate 


$1, 700, 000 | 


1, 540, 000 
283, 000 


1, 500, 000 | 
26, 100 | 


‘5, » 048 ,, 100. 


1, 700, 000 | 
1, 037, 000 
103, 200 


6, 500 | 
2, 202, 000 





After payment of all costs from organization to June 3) 
amounted to $14.271,339, 45 percent of their paid-i; 
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1956 estimate 


D2, O00, OOF 


, 595, 000 
283, 000 


, 000, 006 


2, 000, 006 


; 4 
970, OM 
104, 60 


13, AM) 
1, 731, 00 
58, 50 





6, 864, 859 





5, 049, 100 


1956 together with pertinent comparative data 


| 
| 


4, 878, 000 


as estimated for 


Numl 
Amot 
Amol 


Capit 
C 


1940 actual | 
| converted to 
1954 salary 
and price 


1940 actual 1955 estimate | 1956 estimate 


Total personnel for 12 PCC’s eer ey 
Total salaries _- ed 

Total travel expense 

Total administrative expenses-. 

Total administrative expenses per $100 of 
loans made by PCA’s ; 
Number of loans made by PCA’s 229, 566 | 275, 000 
Amount of loans made by PCA’s | $828, 000, 000 : | $1, 250, 000, 000 | 
Number of PCA offices including full and | | | | 

part-time field offices. | 1,071 
Number of PCA directors_- 2, 645 . a 
Number of PCA employees (man- -years) - 2, 890 | 5 title 


‘ 


172 | 178 

$1, 687, 335 | $1, 098, 800 $1, 136, 15 
$364, 152 | $230, 300 $245, 950 
$2, 575, 829 $1, 540, 000 $1, 595, 00 


$0. 78 | $0.12 | 


$190, 257 | 
$1, 345, 783 


$0.13 
285, (O00) 
$1, 275, 000, 00 


| 
| 
os $881, 575 | 


$0. 41 


, 570 | 
2, 525 | 
3, 300 | 





1 On basis of Bureau of Labor Statistics cost-of-living index which is currently running at 191.4 (Octobe 
1954) with the period of 1935-39 equaling 100, on which basis 1940 also equals 100. 


TABLE C 


The following table relates to the function of the production credit corporations 
in capitalizing production credit associations and shows the loan volume of pro- 
duction credit associations in relation to (1) capital and reserves of the associa- 
tions and (2) the capital and surplus of the production credit corporations invested 
in or available for investment in capital stock of the associations: 





hand for 
need for 
it Was 
- 
une 30 
paid-in 


of fu ni 


6 estimatg 


52, 000, Om 


, 595, 000 
283, 000 


, 000, 00 


ns 


4, 878, 00 


2, 000, 000 


ay 4y 
970, OM 
104, 60 


13, 500 
, 731, 00 
58, 500 


, 878, 000 


ted Sor 


‘imate 


178 
136, 15 
245, 950) 


595, 00 


$0. 13 
285, 000 
000, 004 





| 1945 actual | 1954 actual | 1956 estimate 





Number of PCA’s, June 30-_-....--..---.---- eae ' 498 | 498 
Amount of loans made by PCA’s_-___- $500, 305, 170 | $1, 225, 753, 193 |$1, 275, 000, 000 
Amount of loans outstanding, June 30__.....-..-..-- | 266, 712, 538 | "033, 42% 780, 000, 000 
Capital and reserves of PCA’s: 

Capital stock owned by PCC’s___......---...----------]* 55,700, 48 3, 623, 000 | 3, 623, 000 
Capital stock owned by members. -. ckeeue hae 31, 232, 2: 93, 685, 373 | 000, 000 
Reserves... +4 32-52 5-5 Seda J lsbdlce ‘ 33, 598, 90, , 9 97, 800, 000 


Dette FA el Mellen 35 423, 000 


Capital and surplus of PCC’s: 
Paid-in capital __ . 


Surplus. ...-.-. : ena patpaw wae eee delete , 271, 339 | 


5, 
3, 139 


9, 23 
Tote  ccosee ee babii a , 006, 339 | 42, 008, 139 


Use of PCC capital and surplus, June 30: 
Invested in class A stock of PCA’s_____._.--.----- -.| 55, 700, 485 3, 623, 000 3, 623, 000 
Invested in United States Bonds_-_.....-_-_-- .| 233, 250 41, 761, 250 37, 828, 250 
CHE. cinch» sditassephiwest cemnnanaatigdss sche , 082, 701 622, 089 556, 889 


Tetel.ai.i. os k hts 21, 016, 436 46, 006, 339 42, 008, 139 


GENERAL STATEMENT 


Mr. WuitTeNn. We will be glad to have your general statement. 

Mr. Wiikinson. Mr. Chairman, we have with us Mr. Briggs who 
is Vice Chairman of the Board. 

Mr. Wuirtren. We are happy to have you, Mr. Briggs. 

Mr. Briaes. Mr. Chairman and members, because I appear as 
Chairman and in order to save time, I would like to present my 
statement at this time. 

Mr. Wuirren. Proceed, sir. 

Mr. Briaas. With the submission to Congress on December 8, 
1954, of its special report containing recommendations for legislation, 
Senate Document No. 7, in compliance with section 2 of the Farm 
Credit Act of 1953, and the introduction in the Senate of legislation 
embodying the majority of these recommendations on March 2, 1955, 
S. 1286, the Federal Farm Credit Board has taken the first step in 
carrying out the policy of the Congress as set forth in that act. This 
policy is— 
to encourage and facilitate increased borrower participation in the management, 
control, and ultimate ownership of the permanent system of agricultural credit 
made available through institutions operating under the supervision of the Farm 
Credit Administration. 

The Board is of the opinion that this recommended legislation, if 
passed, will do in substantial part what Congress had in mind for the 
Federal farm credit system, and will make it possible for the users of 
the system eventually to own those institutions covered in the bill. 

_ The Farm Credit Act of 1953 also directed the Farm Credit Admin- 
istration, with respect to national farm-loan associations and produc- 
tion-credit associations, to delegate such authorities and responsibilities 
as may be determined to be in the interest of effective administration 
to the land banks and production-credit corporations. A number of 
these delegations already have been made, and the responsibilities so 
delegated are now being carried out by the respective district institu- 
tions, which are well pleased with these arrangements. Other respon- 
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sibilities and authorities will be delegated when the Board has evidene 
that such action will result in more effective administration. Thos 
delegations of authorities and responsibilities, however, in no seny 
relieve the Farm Credit Administration of its statutory responsibility 
to supervise the institutions in the system. Accordingly, the Boar 
and the Governor, of necessity, will have to be alert to the manner iD 
which these delegations are carried out. 

In all of its considerations the Board has endeavored to obtaiy 
the views of the users of the system, of the district boards, and of tho 
district operating officials which these boards appoint. After lj 
these are the people most directly concerned, and we have felt tha 
full weight should be given to their experience, counsel, and jude. 
ment. The Federal Farm Credit Board, however, is composed of 
men well versed in the farm credit field, and naturally has been fully 
aware that it has the final responsibility to make decisions on policy 
matters and recommendations to the Congress which, in its opinion, 
will accomplish the objectives of the 1953 act and make the service 
of the system more effective and helpful. To this end the Board. 
since its establishment has devoted its best efforts and has acted 
according to its best judgment, with due consideration of all factors 
involved, on all matters which have come before it. 

The Federal Board, under the 1953 act, as you are no doubt aware, 
is charged with the responsibility of exercising direction, supervision, 
and control over the activities of the Farm Credit Administration, 
and to pass upon matters of a broad and general supervisory, advisory, 
or policy nature. It does not act in an administrative capacity as 
all powers, functions, and duties are exercised and performed by the 
Governor of the Farm Credit Administration, who is appointed by 
the Board, subject to the approval of the President, so long as there 
is any Government capital in the system. Governor Tootell is here 
to present to the committee the budgets for 1956 of the Farm Credit 
Administration, Federal Farm Mortgage Corporation, the Federal 
intermediate credit banks and production credit corporations. 


BIOGRAPHICAL SKETCH OF WITNESSES 


Mr. WuitrEen. Thank you, sir, for your statement. First, it would 
be well for the record, Governor, for you to give us a brief statement 
on your background, and that of the others here with you. 

Mr. Toorstt. I will be very happy to do that, Mr. Chairman. 

First, I want to say that I appreciate this opportunity to meet with 
your committee. It is my first appearance before an appropriations 
subcommittee. 

My experience with farm credit dates back to 1934 when I was 
employed by the Federal Land Bank of Spokane. Prior to that time, 
I had been in work with the Montana State College. I worked with 
the Federal land bank in a number of capacities for a period of approxi- 
mately 10 years. In the course of that assignment, I was reviewing 
appraiser for the 12th Land Bank District which includes the four 
Northwest States. I was supervisor of the Field Division which had 
responsibility for supervising the National Farm Loan Associations. 
And I put in two different terms down here at Washington on loan to 
the Farm Credit Administration. One of those was in 1935 to 1936 
for a period of 11 months. Another was 1939 and 1940 for a period 
of about 8 months. I left the employ of the Federal Land Bank in the 
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fall of 1943 which, as you will remember, was about midway in the war 
period and went back to Montana State College as head of the 
department of agricultural economies. 

On January 1, 1946, I was appointed director of the Agricultural 
Extension Service, taking the place of a man who had grown up in 
that service but had reached retirement age and I served in that 
capacity until June 30, 1953, when I was appointed director of the 
agricultural extension service in the State of Washington. 

I was in that position only about 7 months when the Federal Farm 
Credit Board called me down here to Washington for an interview 
with this newly appointed board that came into existence at the same 
time the Farm Credit Administration was made an independent 
agency. The Board offered me the position of Governor and I entered 
on this position on April 1 last. In other words, I have had about 11 
months of experience in this position. 

Mr. Harold Miles here, is a Deputy Governor and Director of our 
short-term credit service. Mr. Miles came to us from the Wichita 
district. 

Mr. Miles has had, if I remember correctly, about 14 years with the 
Farm Credit Administration. He was a vice president of the Produc- 
tion Credit Corporation out of Wichita. That is the position from 
which he came to us. 

Mr. Bagwell, our General Counsel here, has been with us since last 
September. He is an oldtimer in the Department of Agriculture. 
He started his professional career with Farm Credit Administration 
as attorney for the Bank for Cooperatives in 1933 and spent 2 years 
in that capacity, after which he went to work for the Solicitor’s Office 
in the Department of Agriculture. It was from that position that we 
employed Mr. Bagwell, a native of South Carolina, and you might 
like to have him speak further for himself. 

Mr. Wuirren. I do not know that we need anything further at this 
time. I would be glad for either of these gentlemen to incorporate in 
the record such information as they might wish the record to show. 
It has been our custom through the years to let new officials show the 
basis of their experience, feeling that it is good to have it as a matter of 
record; also, it adds some to the confidence of the Congress in looking 
over the hearings that we have. So I hope they will take the liberty 
of doing that. 


OVERALL FARM PICTURE 


We are pleased to have you with us here. You know, when a 
person gets in trouble, he goes to his banker. You are our banker 
now in the farm picture. Going over your statement, I note that the 
farmer’s income is far below where it has been for quite some time. 
Also, farm costs are considerably higher, comparatively, than they 
have been for some time. Further, we have reduced acreages, and 
testimony in these hearings show that under the cotton acreage 
reduction in the South, 130,000 farm families with less than $1,000 
income are having their income reduced by $100, and 55,000 farm 
families are being put out without homes altogether. 

You are our banker here; we want you to tell us what we ought to do. 

Mr. Toorriy. Our wisdom does not extend to knowing the solution 
to this problem. We recognize, of course, that agriculture is in a 
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post-war readjustment, one which probably was inevitable. This 
price-cost squeeze is a serious thing for practically all farmers particu- 
larly for those who, because of the size of their operation and perhaps 
limited resources, are not organized for the most efficient type of 
operation. They are the ones who inevitably are squeezed the 
tightest and find the greatest difficulty in a situation of this kind. 


WAGE INCREASE 


Mr. Wuirrten. I am not going to ask you, Governor, to pass on 
the President’s recommendation for the 90-cent-per-hour wage to 
organized labor. I am going to ask you, however, if you can see 
anything in raising laber to 90 cents an hour which helps the farm 
picture any. 

Mr. Tootetyi. Mr. Chairman, I would think only the fact that it 
may put additional purchasing power in the hands of that great 
group of consumers and in that way strengthen the market for food 
and fiber. 

Mr. Wuitten. Governor, if you were going to recommend to the 
Congress how to improve the present situation, would not raising 
labor costs to 90 cents an hour to help purchasing power come pretty 
low in your recommendations in the order of priority? 

Mr. Toore tu. Very frankly, Mr. Chairman, not having the re- 
sponsibility for this phase of a program in agriculture, I have not 
given this the thought, nor have the members of my staff, which I 
believe would permit us to give you a considered and _ intelligent 
answer. 

Mr. Wauitrren. That question may be a little unfair, but the others 
that I am going to ask I think are clearly in line with your business. 


REDUCTION IN FARM PRICES 


If the farmers are in trouble, as your figures show, reducing the 
price they receive for their products would not be the cure, would it, 
Governor? 

Mr. Toote.u. Well, looking at it from a credit standpoint of course, 
anything that reduces the net income of farmers has some bearing. 

Mr. Wuirren. Or if it reduces the gross income. 

Mr. Tootrety. Well, ordinarily, yes: but, of course, the more sig- 
nificance we feel is the net income. 

Mr. Wuirrten. It is the more significant and that is what is in the 
squeeze. Your answer was that whatever reduces the net income 
must be considered, as I recall your statement. But I am saying that 
anything that reduces his gross income is at least significant, is it not? 

Mr. Toore tu. It is, indeed. 

Mr. Wuirten. So you would not think that reducing the prices 
that the farmer gets, his gross income or his net income, would be 
the way to cure the present problems? 

Mr. Tooretu. Being one with a farm background myself, sir, and 
having worked with farm people all my life, I am always interested 
in seeing the income of farmers kept at as high a level as is consistent 
with long-time economic progress and development. 

Mr. Wuirten. I am talking to you as a credit man. I am not 
trying to put you on the spot. This thing is serious. 

Under the farm credit system, you have the production credit 
associations. Originally, the Government underwrote part of that 
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corporate structure so that they could get into business. In time, 
most of the production credit associations have paid out. That is a 
part of your system. = 

Mr. Toorety. That is right. 

Mr. Wuitten. Now, is the farmer’s ability to borrow money helped - 
or hurt when his prices are being reduced. When his costs are going 
up, and gross receipts and net profit are being reduced, is he a 
poorer credit risk? ; 

Mr. Tooretu. That is true. 

Mr. Wuitrten. His notes with the production credit association 
are discounted to the intermediate credit bank. All farmers collectively 
are a poorer credit risk when the intermediate credit bank sells the 
debenture at a lower price; they become a poorer credit risk, don’t 
they? 

Mr. Tooretu. Yes. 

Mr. Wuirten. Across the board. 

Mr. Tooretit. There has been no reflection of that, | am quite 
sure, in the intermediate credit bank debenture market for the reason 
that we have a substantial cushion. 

Mr. WuitreN. You have a substantial cushion. 

Mr. Toore.u. In reserves that have been built up in these good 
years. 

Mr. Wuirren. That’s right. Then, as we fail to balance the 
Federal budget and as we inflate our currency, that might be a factor 
as to why you still keep a good market for your sales. It is not a 
controlling factor, but it might be a factor. 

Mr. Toorsuu. I think historically, inflation has been considered 
good for the farmer. 

Mr. Wuirren. If you have something in the way of notes to sell, 
you have less difficulty selling them than in a period of deflation, 
don’t you? 

Mr. Toorguy. That is right. 

Mr. Wuirten. So that might be a factor in this picture. 


EXPORT SALE OF COMMODITIES ON COMPETITIVE BID BASIS 


Now, the hearings here disclose that the farmers, under the price- 
support system, are having acreage reduced. I have tried to make the 
strongest record I know how to show that the price-support system 
provides that the Commodity Credit Corporation by loans or by 
purchases supports certain commodity prices. The law provides 
that those commodities can be sold domestically at certain rates, 
usually the investment, plus 5 percent, plus carrying charges. The 
law also provides that the Department has authority to sell those 
commodities in world trade competitively for dollars. At the present 
time, the Department has $3,692 million worth of them in surplus, 
on which we are paying storage, because we will not offer them for 
sale. While that is happening, those same commodities are counted 
under other laws to justify the Secretary of Agriculture in reducing 
production in the United States. Could you conceive of any farm 
program that would ever work if those in charge of it would not sell 
what is produced? 
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Mr. Tootetu. Mr. Chairman, I feel, of course, the disposition of 
commodities acquired through loan programs or purchase programs 
is the most important problem in connection with this whole, broad 
farm problem. And I have not the wisdom to know what the answer 

-is on the disposition. 

Mr. Wuirren. Did you ever hear of a better system than offering 
them for sale and making the price competitive? 

Mr. Toorrtyi. That appeals to me. 

Mr. Wuirren. Your answer is not responsive. I asked you, did 
you ever hear of a better system for disposing of these commodities 
than offering them for sale and making the price competitive? 

Mr. Toorsetu. No, I never did, sir. 

Mr. Wuirtten. Certainly it is not better to give them away. If 
you were on the farm, managing it for somebody, you would not think 
that you were helping the owner if you gave his stuff away before you 
offered it for sale for cash, would you? 

Mr. Tooretu. Individuals are not able to do that and remain 
solvent very long. 

Mr. Wuirrten. Or if they are managers, they are not willing or 
= to hold their jobs in an individual capacity very long, isn’t that 
right? 

Mr. Toore.u. That is right, sir. 

Mr. Wuirten. I have my differences with the Department. But 
won’t you agree that any farm program must do two things: it must 
let the American farmer farm, and it must provide for selling the 
products that he produces. Any farm program cannot work if it will 
not let the American farmer farm and provide for the selling of what 
he produces, will it? 

Mr. Tootetu. That seems logical to me, Mr. Chairman. 


REDUCTION IN ACREAGE 


Mr. Wuirrten. Yet, I make this comment—lI do not ask you to 
comment on it—the record here shows that we have by Government 
order cut out 55,000 farm families without a home. The record 
here shows from the Department’s own investigation that 130,000 
farm families with a gross income of less than $1,000 a year, by reason 
of the acreage cut for cotton, have been reduced another $100 or 
more. And this record further shows that while that was done, the 
commodities counted to establish the acreage allotments were not 
offered competitively on world markets. 

Mr. Tooretu. I was not aware of that. 

Mr. WuirteNn. That is the record that we have here. I mention it 
so that the record once again will show the reason for our predicament. 

Mr. Toorr.y. We are still physically in the Department of Agri- 
culture and the act of 1953 provided we would continue to be housed 
there so long as there is Government capital in the Farm Credit 
System. But your committee understands, of course, that we no 
longer are organically a part of the Department of Agriculture. 
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ROLE OF PRODUCTION CREDIT ASSOCIATIONS 


Mr. Wuitren. We are aware of that. Now, there are usually two 
sides to anything. I do not quarrel with your recommendation about 
Farm Credit System, and I quote from your statement— 
the policy is to encourage and facilitate increased borrower participation in the 
management, control, and ultimate ownership of the permanent system of 
agricultural credit. 

One cannot find fault with that and yet I would like to point out 
to you the other side. The production credit associations were set up 
originally because the banks were so tough in extending farm credit 
that many farmers could not carry on agricultural production. 

Now, as production credit associations become locally owned, 
they are getting just like banks. How long do you think it will be 
before the Government will have to set up once again another new 
superproduction credit association, and put some Government capital 
in it? Farmers are finding that production credit associations are 
just as tough as banks were when we set up the production credit 
associations. And believe me, that trend is in progress right now—— 

Mr. Toorety. Mr. Chairman, unfortunately, there are some pro- 
duction credit associations in the country w hich probably have not 
envisioned a field of service that the Congress envisioned when it 
established the system and they have operated or come to operate on 
an ultraconservative basis. 

It is our belief as the supervising agency that the great majority 
of them are not in that category; that they do feel that they have a 
mission to perform, a responsibility to American agriculture, and are 
honestly endeavoring to lend to those who have a resource situation 
that would give reasonably good prospect of being able to pay—— 


LOAN ACTIVITIES OF PRODUCTION CREDIT ASSOCIATIONS 


Mr. Wuirten. My relations are very good with production credit 
associations. They are among my friends. I usually speak to them 
and for them. I usually drag them around a little bit about this 
matter. But the trend is asI picture it. I wish you would prepare for us 
report on the ert of applicants turned down last year, the year 
before, and this year. I think you will find that the picture is going 
the other way. 

Now is the time for us to think about it. They are good people, 
but I do find that it is not out of line to remind them of the basis of 
their creation, the need that they have served, and to warn them that, 
if they fail to meet the need, they invite some move into the same 
field through some other organization. 

Mr. Briags. Might not the report show, too, the increase in re- 
newals the last 2 or 3 years. I am not certain, but I am guessing that 
the report would show quite a substantial increase in renewals. T hat 
shows a tendency or a trend to take care of these people who are in 
the price squeeze. 

Mr. Wuirren. Yes. 

(The following information was supplied :) 
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Production Credit Associatons—Loans made and loans renewed during calenda, 
years 1951, 1952, 1953, and 1954, all disricts 
y ’ , 








Loans made (including Renewals 
renewals) 
Calendar year 





Number Amount Number Amount 
iret h Shad a ee 





284, 270 | $1, 320, 396, 641 $238, 116, 984 
279, 538 | 1, 341, 709, 068 ’ 309, 009, 649 
266, 320 | 1, 226, 468, 613 | 340, 835, 584 
273, 324 | 1,273,234,285| 111,558 | 320, 834953 


Note.—Information on rejections not available. 


Mr. Wuirren. I think you would be entitled to show that. | 
think we are serving a good purpose as of now. I just mean that 
there is enough warning in sight to raise this issue. Renewals might 
indicate that the borrowers’ equity in it is large enough so that they 
could carry them another year without a risk. There are a lot of 
factors that would enter into that. I know from the number of 
letters that I get from people who are being turned down by banks 
and by various lending authorities, that there is more of that than 
heretofore. . 

Now, anybody running the association has to think of two sides. 
He has to think of those who have the investment. I am not over- 
looking that. But in this period with the tight price squeeze, with 
farm gross prices and income going down, with costs going up, and 
with the Government restricting its acreage while it holds what 
has already been produced and won’t sell it, it is time we review our 
policy decisions as well as our whole farm picture. 

How about your interest rates? Are you adding a little bit to the 
farmers’ problem by upping the interest rate through the production 
credit associations or through other means? 

Mr. Tooreuyi. Mr. Chairman, I would like to have you direct that 
question to Mr. Miles who is supervisor of short-term credit service. 
I think he is in the best position to answer that. 

Mr. Wuirren. We will let him give his general statement and then 
comment on that. 

Mr. Toore.u. If you do not mind, I should like to have inserted in 
the record my general statement. That can be either read or just 
simply inserted as you choose. 

Mr. Wuirren. We will be glad to listen to your statement, because 
I think the credit picture under the present circumstances is serious. 
It becomes, perhaps, the biggest thing in connection with Agrict ilture 
under present circumstances. Whatever the future is going to bring 
in the way of change in policy, it will doubtless take some time. The 
only group to carry us through until we can go get some answers, 1s 
the farm credit system. So we will be glad to have you present your 
statement. 

Mr. Tooreiyi. Thank you. 


STATEMENT OF THE GOVERNOR 


We have for consideration the budget estimates of the~ Farm 
Credit Administration and the business-type budgets submitted 
under the Government Corporations Control Act for the Federal 
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Farm Mortgage Corporation, the 12 Federal intermediate credit 
banks and the 12 production credit corporations. 

The administrative expense requirements included in these budgets 
are summarized below, but before going into the estimates, I’d like 
to briefly review the organization and activities of Farm Credit 
Administration and the farm credit institutions, and to comment on 
the agricultural and economic conditions which have a bearing on the 
budget programs. 


SUMMARY OF AUTHORIZATIONS, 1955 AND ESTIMATES, 1956 


Authoriza- Estimate, Increase or 


Administrative expenses tion, 1955 1956 decrease (—) 


$2, 320, 000 | $2, 320, 000 | -- 


Farm Credit Administration 
650, 000 | 550, 000 | 
| 


Federal Farm Mortgage Corporation 
+85, 000 


Production credit corporations--_-- +55, 000 


1,540,000! 1, 595, 000 


Pan ckdakasauuanetondes 


So 
Federal intermediate credit banks. _.-- aes : i | 1, 740, 000 | 1, 825, 000 
| 
| 


6, 250, 000 6, 290, 000 | +40, 000 


Farm Credit Administration: The Administration is an independ- 
ent agency under the direction of a Federal Farm Credit Board and 
provides supervision, examination, facilities and services to a coordi- 
nated system of farm credit banks and corporations which make loans 
to farmers and their cooperatives. 

The farm credit system is comprised of the 12 Federal land banks 
which make amortized real estate mortgage loans through national 
farm loan associations and act as agents of the Federal Farm Mortgage 
Corporation in servicing its assets; the 12 district banks for cooper- 
atives which make loans to finance the operations of farmer coopera- 
tives; the 12 production credit corporations are not lending agencies; 
they supervise the production credit associations in their crop, live- 
stock, and general purpose loan operations and, in some instances, 
provide a part of their capital. The 12 Federal intermediate credit 
banks provide agricultural loan discount facilities for production 
credit associations and other eligible financial institutions. The 
1,123 national farm loan associations and 498 production credit 
associations are credit cooperatives located in farm communities 
to provide convenient service to farmers. The Federal Farm Mort- 
gage Corporation discontinued making land bank commissioner loans 
on July 1, 1947, and has since made substantial progress in the 
liquidation of its assets. The Central Bank for Cooperatives partici- 
pates with district banks for cooperatives in their loans to farmer 
cooperatives and makes loans to cooperatives whose activities are 
carried on in more than one farm credit district. 


SOURCES OF FUNDS 


The administrative expenses of the Farm Credit Administration are 
paid from funds provided by assessments against the credit institu- 
tions under its supervision. 

All interest and operating expenses of the banks and corporations 
are paid entirely from their resources. The primary source of loan 
funds of the farm credit system is from the sale in the open market 
of bonds and debentures which are not guaranteed by the Government 
either as to principal or interest. 


OT aT See 
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TRENDS IN AGRICULTURAL CREDIT 


The decline of average prices received by farmers since the record. 
high year of 1951 continued during 1954. Increases in some prices 
were more than offset by declines in others. The index of all prices 
received averaged 250 in 1954, compared with 258 in 1953, and 302 
in the peak year 1951. Prices paid by farmers rose slightly in 1954: 
the general index averaged 281, compared with 279 in 1953, and 282 
in 1951. The ratio of the indexes of prices received to prices paid 
declined from 92 in 1953 to 89 in 1954, thereby increasing the price- 
cost disadvantage to most farmers. 

Crop yields and livestock production averaged sufficiently high to 
produce a relatively large total output. While this comparatively 
large volume of products to sell helped to offset the price-cost dis- 
advantage, total net farm income declined to $12 billion, compared 
with $13.3 billion in 1953, and $14.5 billion in 1951. 

The combined experience of all institutions in the farm credit sys- 
tem is reflected as follows: 


[In millions] 














For years ended June 30 1954 1953 1952 1951 1940 
RT Re oe $2, 185 | $2,282 | $2,389 | $2, 158 $597 


Loans outstanding-.._. 5 a A ee a AM el Ey oes) dee 2,368 | 2,329] 2,311 2, 096 2, 853 


The trend in the amount of short-term credit used by farmers was 
reversed during the calendar year 1954. Toward the middle of the 
year, as prices of some farm products strengthened, there was an 
increase over 1953 in both the number and amount of loans made 
by production credit associations. Preliminary estimates indicated 
that the total short-term debt held by all lenders at the end of the 
year was slightly larger than at the beginning of the year. 

The amount of farm mortgage credit continued to increase during 
the calendar year and the amount estimated to be outstanding at 
the end of the year indicated a continued upward trend. The average 
size of loan by all lenders has been rising for many years but there 
were evidences during 1954 that it might be leveling off. 

Loans by the banks for cooperatives continued to decline in 1954, 
partly as a result of lower prices in the commodity markets, and 
partly because of the increased volume of some products placed 
under loan to the Commodity Credit Corporation instead of moving 
into normal marketing channels. 

Credit outlook: The prospects now are that the price-cost squeeze 
will continue during 1955. This is likely to discourage any extensive 
expansion of operations by farmers and ranchers, but perhaps will 
encourage the making of farm adjustments which will aid in reducing 
costs and increasing efficiency of operations. 

While the pattern in calendar year 1955 will depend in part at 
least on the trends of farm prices and costs, it seems probable now 
that the demands for non-real-estate credit and credit to cooperatives 
will at least be maintained at the 1954 rate, but that a further increase 
in real-estate loans may be expected. 
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A review of the normal prices and costs being used by land-bank 
appraisers when appraising farms as security for Federal land-bank 
loans has resulted in some increase in the level of appraisals, 
especially for higher quality farms. This may have some upward 
influence on the average size of Federal land-bank loans, and it may 
also increase the number of loans. The favorable interest rates 
offered by the Federal land banks also will be a factor in helping 
to maintain the volume of loan applications. 

The Farm Credit Administration believes that the institutions 
under its supervision should be leaders in improving agricultural 
credit services on a sound basis. Some administrative policies 
inaugurated during 1954, should be helpful in improving credit 
service. Although the farm credit system holds only about one-eighth 
of the combined farm debt, it definitely exerts a competitive influence, 
and any improvements adopted by the farm credit system are likely 
to be beneficial to borrowers from other institutions. 


BUDGET ESTIMATES 


Sound administration and operation at least possible cost is the 
policy of Farm Credit Administration and the institutions it super- 
vises. The administrative expense limitations represent authorization 
for the expenditure of assessments collected from farm credit banks 
and corporations in the case of Farm Credit Administration, and 
authorization for the expenditure of corporate funds of the Federal 
Farm Mortgage Corporation, Federal intermediate credit banks and 
production credit corporations. 

Farm Credit Administration: The Farm Credit Administration 
shows no change from 1955. 

Federal Farm Mortgage Corporation: The Corporation shows a 
decrease of $100,000 in payments to the Federal land banks for servic- 
ing the Corporation’s assets. The reduction is due to the diminishing 
number of loans to be serviced. 

Federal intermediate credit banks: The banks show an increase 
of $85,000 to provide for more comprehensive credit analyses of loans 
offered for discount and to meet other essential expenses. 

Production credit corporations: The corporations show an increase 
of $55,000 which is provided to strengthen the supervision of the 
production credit associations. 


STATEMENT OF THE DIRECTOR 


Mr. Chairman, Mr. Miles also has a statement which he has prepared 
and can present to the committee. 

Mr. Wurrren. We will be glad to have that. 

Mr. Mies. The purpose of this statement is to provide information 
regarding the functions and responsibilities of the 12 Federal inter- 
mediate credit banks and the 12 production credit corporations in 
relation to the amounts requested for administrative expenses for the 
fiscal year 1956, which are to be paid from their corporate funds. 
There is one intermediate credit bank and one production credit 
corporation in each of the 12 farm credit districts, operating under 
the direction of their district boards of directors. 
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Since the Federal intermediate credit banks and the production 
credit corporations are two separate and distinct groups of corpora- 
tions, with separate financial structures and operating under separate 
budgets, their operations and budgetary requirements will be discussed 
separately. 


FEDERAL INTERMEDIATE CREDIT BANKS 


The Federal intermediate credit banks serve as banks of discount 
for agriculture rather than as direct lending institutions. They 
discount loans of farmers and stockmen for the 498 production credit 
associations, approximately 90 agricultural credit corporations and 
livestock loan companies, and 2 or 3 commercial banks in Puerto 
Rico. They also extend credit from time to time to the 13 banks 
for cooperatives. 

Lending operations: The budgets of the banks for 1956 are based 
upon an estimated volume of loan and discount activity of $1,966 mil- 
lion compared with an actual volume of $1,790 million handled in 
1954. The upward trend in loan volume reflects an increasing 
number of new borrowers, continued relatively high production 
costs to finance current operations, as well as some increase in the 
carry-over of balances from prior-season loans. Unfavorable growing 
conditions and generally lower price levels of farm products have 
retarded liquidation, particularly in areas of adverse weather condi- 
tions. As is well known, much of the range livestock producing area 
of the Southwest has suffered from serious drought conditions for 
several years. Moisture deficiencies, some quite critical, also have 
adversely affected some rather extensive farming areas. These 
conditions greatly increase the problems of extending credit on a 
sound basis. 

Financial requirements: The paid-in capital of the Federal inter- 
mediate credit banks is provided by the United States Government. 
Such capital (including paid-in surplus), together with their accumu- 
lated surplus reserves, constitute the capital base upon which the 
banks finance their lending operations. To obtain funds for lending 
purposes, the banks issue and sell in the investment market consoli- 
dated collateral trust debentures. These debentures are the joint 
and several obligations of the 12 banks and are required to be secured 
by collateral in an amount at least equal to the amount of deben- 
tures outstanding. No intermediate credit bank may have outstand- 
ing debentures or other similar obligations in an amount greater than 
10 times its surplus and paid-in capital. Liability on the part of the 
United States with respect to debentures or other obligations of the 
intermediate credit banks is expressly denied in the law. 

At the beginning of the current fiscal year, in addition to paid-in 
capital of $60 million and earned surplus of $47,035,400, the banks had 
$2,800,000 of paid-in surplus obtained from the $40 million revolving 
fund provided for that purpose in 1934. Since July 1, 1954, $1,400,000 
of this sum has been returned to the fund. Whether the present 
capital structure will be sufficient to enable the banks to finance their 
lending activities in the current fiscal year and in 1956 without addi- 
tional capital from the revolving fund will depend upon the actual 
amount of paper to be financed and other factors. 

Administrative expenses: The administrative expenses of the 12 
banks for the fiscal year 1956 are estimated at $1,825,000, which 
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smounts to less than one-fourth of 1 percent per annum on the average 
lnan volume of the banks. The amount requested is an increase of 
$85,000 over the $1,740,000 available for 1955. The budget includes 
provision for the salaries of 313 officers and employees (net man- 
ears) or an average of 26 employees per bank. The man-power 
requirements for 1955 are estimated at 293; thus the budget provides 
‘or an increase of 20 employees and $70,850 in salary costs for the 
system. Travel and other expenses are estimated to increase by 
$14,150 over 1955. All expenses of the banks are paid out of their 
income and not out of funds appropriated from the Federal Treasury. 

In the light of conditions presently facing agriculture and the 
resulting credit problems of lenders generally in the short-term credit 
field, it is essential that the intermediate credit banks maintain staffs 
of experienced credit examiners and other employees to enable them to 
make necessary credit analyses and to handle promptly the paper 
that will be offered to them for discount. The budget as submitted, 
in the amount of $1,825,000, is believed to be the minimum amount 
required to enable the banks to carry out their functions in the manner 
deemed necessary to maintain the confidence of investors in their 
debentures and other obligations, and to protect the capital invest- 
ment of the United States Government in the banks. 


PRODUCTION CREDIT CORPORATIONS 


The production credit corporations operate for the purpose of 
organizing, supervising, and where needed, providing supplemental 


capital for local cooperative production credit associations. There 
are 498 of these associations serving short-term agricultural credit 
needs in the United States and Puerto Rico and they have nearly a 
half million farmer and rancher member stockholders. 

Supervision of production credit associations: Each production 
credit corporation is responsible for all phases of supervision of the 
production credit associations in its district. This includes the 
formulation of district policies and regulations, and approval of certain 
association actions as prescribed by law. The executive committees 
of the associations have full authority and responsibility for making 
loans and setting their terms within the broad policies prescribed by 
the production credit corporations, except that loans to officials and 
loans of large size in relation to an individual association’s capital 
structure require approval by the corporation and in some instances 
by the Farm Credit Administration. One of the important functions 
of the officers and field personnel of the production credit corporations 
is to work with the association directors and officers in the interest 
of maintaining sound, constructive credit policies. 

Field representatives of the corporations designated by the Gover- 
nor make an annual credit examination of production credit associa- 
tions. These examinations consist of an appraisal and classification 
of the outstanding loans in the associations and a review of the 
associations’ credit policies and procedures. They constitute a part 
of the annual examinations of associations as required by law, and are 
utilized by the corporations as a guide in prescribing certain associa- 
tion reserves and by the association boards of directors in establishing 
provisions for estimated and actual losses on loans. The cost of 
these examinations is assessed to the associations. 
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Corporation fieldmen are by experience and training experts in th it 
OTe 


field of short-term agricultural credit. In addition to making annual 


credit examinations, they confer with the individual association boards > . 
of directors and employees from time to time during the year to advis nd 
with them on credit and other phases of the association’s operations [R- = 
and to assist in carrying out a comprehensive training program. — 

The corporations have major responsibilities relating to the prope a 


capitalization of production credit associations and the utilization o 
their capital funds. In addition to prescribing certain reserves, yf" > 
required by law, the corporations are required to approve the con. ae 
pensation of association personnel, the payment of dividends, and t) > 
regulate association investments. They encourage the associations * 
to build reserves and member-owned capital of sufficient strength to 7 
enable them to provide a dependable credit service to all qualified gg 
applicants, and to permit the return of the Government’s investment he : 
as promptly as is practicable. oi 

In cases of emergencies, such as those caused by recent extrem: fe’ 
drought conditions in wide areas of the country, the corporations : 
stand ready to provide supplemental capital to associations, if it is on 
required, in order that they may continue to serve the short-term oo 
agricultural credit needs in their respective territories. In cases 
where such reinvestments are made, the corporations encourage 
associations to build up their capital structures in order that the 
Government capital may be retired as soon as possible. The exist- 
ence of standby capital resources in the production credit corporations 
available for immediate use in case of need, is an element of great 
strength to the system. 

In carrying out their general supervisory responsibilities, the cor- 
portations’ field accountants and other personnel work closely with 
association officers and employees in the interest of more efficient and 
economical methods of handling loans, and for promoting efficiency, 
economy, and adequate safeguards for funds. These field accountants 
make periodic operating reviews in the interest of such improvements. 
Likewise, they are instrumental in assisting the associations with the ’ 
training of association employees. 

Capitalization of corporations: Under the terms of the Farm Credit : 
Act of 1933, the Congress provided a revolving fund of $120 million Ry ; 
to capitalize the production credit system. This fund was reduced 
to $90 million in 1949 by repayment of $30 million to the general fund 
of the Treasury. In addition, the 12 corporations have returned to 
the revolving fund a total of $58,265,000. Thus, the corporations 
presently have outstanding only $31,735,000 of Government capital, 
of which it is expected $1,500,000 will be returned to the revolving 
fund by June 30, 1955. 415 of the 498 associations have repaid all 
of the corporations’ investment in their capital stock. Many of the 
remaining associations, which have an aggregate investment by the 
corporations of less than $3 million, are rapidly approaching their 
goal of complete member-ownership. 

Administrative expenses—1956: The 1956 budget provides for 
$1,595,000 for administrative expenses, which is an average of $133,000 
per corporation. These funds are to meet salary costs, travel and 
other administrative expenses for the fiscal year ending June 30, 1956. 

This estimate compares with an authorization of $1,540,000 for 1955 
and represents a total increase of $55,000 for the 12 corporations. 
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‘he budget provides for an increase of six in the staffs of these cor- 
‘orations, prumarily in their field forces, and increased salary costs of 
7 400. It also provides for an increase in travel expense of $15,600 
nd $2,000 for all other purposes. The personnel strength provided 
rin the 1956 budget is 178 (man-years). This is an average of 
bout 15 per corporation which compares with 25 in 1940. Even 
vith these increases, the personnel of the corporations will carry a 
heavy workload by reason of the fact that the continued drought in 
any parts of the United States during 1954, and the narrowing 
iargin of profit on most farm commodities, has increased substan- 
ially the number and amount of loans in production credit associa- 
ions requiring special attention. 

In the light of present and prospective conditions facing agriculture, 
n administrative expense authorization of $1,595,000 is considered 
he minimum necessary to enable the production credit corporations 
o carry out their responsibilities for the supervision of the production 
redit associations, in order that this system may continue to function 
as a dependable source through which farmers and stockmen may 
finance their seasonal credit requirements on a sound and self-sup- 


porting basis. 
OVERALL FARMER INDEBTEDNESS 


Mr. Wurrren. I asked you earlier about the overall farm picture 
with regard to other indebtedness for the last several years. If you 
have a table on that we will be glad to have it for the record. We 
will be glad to have you comment on the high points of it. 

Mr. Toorrny. The Federal land banks with total loans outstanding 
of $1,229 million had 15.3 percent of the total farm mortgage business 
of the country as of July 1, 1954. 

Mr. Wutrren. Do you have that for several years? 

Mr. Wiikinson. We can supply it. Would you like to have that 
on the overall picture? 

Mr. Wurrren. On the overall farm indebtedness picture. 

Mr. Witxinson. There is the current year but we will make it 
for 1952, 1953, and 1954. 

Mr. Wurrren. That will be all right; or 1951, 1952, 1953, 1954. 
I think that would cover it. 

(The information is as follows:) 
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HOLDERS OF FARM DEBT 


Mr. Toorett. You might be interested in passing to note that 
the insurance companies have roughly 25 percent of the farm mortgage 
business, commercial banks roughly 15 percent, Farmers’ Home Ad- 
ministration about 3.4 percent, and individuals and others still are 
the leading lenders with 41.3 percent of the farm mortgage business. 
In the non-real-estate loans, the production credit associations, as 
near as We can estimate, have about 9.3 percent. The intermediate 
credit banks have an additional eight-tenths percent in that same 
field, so a total of just a little more than 10 percent of farm credit 
institutions loans are in the non-real-estate field. Individuals and 
others, you see, are still the principal sources of non-real-estate credit 
furnishing 43.1 percent with commercial banks coming in a close 
second with 40.6 percent. The recapitulation on this indicates that 
for the combined short and long-term debt the farm credit institutions 
hold 12.8 percent; other lenders, 87.2 percent. 


INTEREST RATES CHANGES ON FARM DEBT 


Mr. Wurrren. Could you give us some information beginning 
with 1951 down to date as to what the interest rates have been, and 
what changes, if any, have been made in the interest rates charged 
on agricultural farm indebtedness in the real-estate and non-real-estate 
loans, both within the farm credit system and in the commercial 
markets and other sources? 

Mr. Tootre.u. I think it might be well, Mr. Chairman, if we were 
to furnish that information to you in table form for the record. 

Mr. WuittEN. We would be glad to have it. 

Mr. Tooretu. It would be more accurate than if we gave it to you 
just offhand. 

(The information requested follows:) 


Interest and discount rates charged by institutions wnder the supervision of the 
Farm Credit Administration 


[Percent per annum !] 


é ' 
| June 30, 1951 | June 30, 1952 | June 30, 1953 | June 30, 1954 


Federal land banks: National farm loan as- 
sociations: Contract rate. _-_._-_-- ..-| 4 to 43¢......] 4 to 5. ..| 4to5 
Land Bank Commissioner: Contract rate : Bente t ares. 5 5 bnaeent an 
Production credit associations Sneekiegtens 446 to 6 .-| 5 to 634 _.| 5 to 634 ..| 5 to 644. 
Federal intermediate credit banks___-- ; 2 to 214_- 254 to 234 254 to 274 2 to 2M. 
Banks for cooperatives: 
Loans secured by Commodity Credit Cor- | 
poration documents. ._..............--.---] 3 : 2% to 3 | 234 to 3____._| 2% to3. 
Commodity loans..._...........--- 21 ‘ 214 to3 _.| 2% to 3______] 2% to 3M. 
Operating capital loans_______-_-- ee . ace 3 to 344_- | 3to 3% 3 to 344. 
Posey Gn atid. Fee ci. 4 to 444______| 4to 46 _.| 4to 44. 








' Rates are shown for the continental United States only. In general the rates in Puerto Rico have been 
}2 of 1 percent higher than the rates charged in the United States by the FCA institutions in the Farm 
Credit District of Baltimore. 


Note.—Interest rates of commercial markets and other lenders not available. 


BUDGET INCREASE FOR CREDIT ANALYSIS OF LOANS 


Mr. Wurrren. I note in your budget request, you show an increase 
of $85,000 to provide for more comprehensive credit analysis of loans 
offered for discount and to meet other essential expenses. Now, the 
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production credit associations take that paper and borrow from the 
intermediate credit banks? 

Mr. Toore.u. That is right. 

Mr. Wuarrren. The intermediate credit banks, do they borrow from 
the Bank for Cooperatives? They are authorized to, but normally 
they sell their debentures in the open market. 

Mr. Toorety. That is right. Their principal source of loan funds 
is from the sale of debentures. 

Mr. Wurirren. Does this $85,000 reflect a knowledge on your part 
that you must be a little more careful before taking farm paper? 

Mr. Tooretu. | could say, ves, to that but I would prefer that you 
direct that question to Mr. Miles who supervises the short-term credit 
service. 

Mr. Wuirren. You recognize the farm picture and this represents 
the fact that you need to keep in closer touch with the borrower to see 
that the loan is good. 

Mr. Mixes. That is true, Mr. Chairman. There are two factors 
that tend to make credit analysis in the associations and in the banks 
more difficult. One is, as has been stated in the Governor’s statement, 
the narrowing margin of profit to the producers; the other has been the 
widespread drought throughout a large part of the United States dur- 
ing the past year. And some of that territory, that drought, has been 
in existence for the last 5 years. The combination of those factors has 
created a number of problem loans. In order to handle those ade- 
quately, to give them the proper analysis and to be sure that the insti- 
tutions are continuing to finance the people that have an opportunity 
to work out of their difficulty, we feel that we need additional funds to 
provide additional people to supervise our operations. 


BUDGET INCREASE FOR SUPERVISION OF CREDIT ASSOCIATIONS 


Mr. Wuirten. By raising this question, it does not mean that | 
do not clearly recognize the problem and recognize the need to meet it. 
The $55,000 increase which you comment on to strengthen the super- 
vision of the production credit associations would fall in the same 
category? 

Mr. Miss. Yes, sir; in the same category. 


STATUS OF THE FARMER TODAY 


Mr. Wurrten. Governor, I would like to conclude my questions 
by saying that, while I recognize the absolute necessity for credit for 
agriculture, sound agriculture is to keep the farmer making money to 
where he does not have to have it. And what is terrible to behold is 
that the farmer’s picture is getting worse from all sides, which makes 
him of necessity turn to you. And yet in my own judgment there is 
so little reason for it if we would simply sell what he produces and go 
to work on the 57 cents of the consumer’s dollar which goes to other 
people, people other than the farmer. 

We believe on this committee, in the Extension Service and in Re- 
search. But it is my own view that, as fine as those services are, there 
is precious little they can do when the farmer gets 43 cents out of the 
consumer dollar and he has in prospect 90-cent wages and has had 13 
freight-rate increases since World War II adding to what the con- 
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mer pays. So, whatever research you have for the farmer, even if 
he county agent lived with him, it is hard for me to see that it is gomg 

cure his problem of restricted production, reduced prices, and con- 
tantly higher cost. And while we expect to support you, we cer- 
1inly hope that some change will be brought about so that you will 
ye what you are supposed to be, a savior in time of need, and not an 
rganization that will be taking over the farmer a few years hence. 
| started practicing law in 1932. The attorney general in my State, 
hen I went home on one occasion, told me he was going home to see 
shether he owned the big farm or whether the Federal land bank did, 
nd he hoped they did. And they did. And then he spent the next 
or 3 years worrying about a tremendously large amount of money 
hat he thought they were going to take a deficiency judgment against 
nim for. 

The first law suit of any size that I handled was the Mississippi 
oint Stock and Land Bank which employed me to see if I could find 
shere this delinquent borrower had his cash, because they did not 
want the land. The farm picture was so bad that nobody wanted 
he land. And under present conditions, we are headed in that 
ame direction. 

Now, we need you and we need you badly to meet the immediate 
eed; but credit is no cure. 

Mr. TootretL. That is correct. It is no cure. 

Mr. Wuirren. And going further, I mention this because some- 
body needs to realize where it could lead. I had a client who had a 
ittle property and who managed to sell some timber. He got me to 
bay off the Federal land bank loan on which he had been paying 15 
ears, and to his surprise he still owed as much as he had borrowed. 
t took the first 15 years to pay off the accumulated interest, plus 
some other charges. After 15 years he still owed the principal that 
he had borrowed. I do not say that in condemnation of the Federal 
ind bank, but I say it to indicate what the farmer’s situation is even 
hough he may get credit. It is a serious thing and, unless the farm 
ncome trend is changed, we are headed in that direction again. 


AVERAGE INTEREST ON FARM LOANS 


Mr. Vursety. May I ask a question? What is the average in- 
erest on these farm loans, just roughly? 

Mr. Toorrtt. On the land-bank loans the typical is 4 percent. In 
of the 12 farm credit districts, it is 4 percent. 

Mr. VursELL. That doesn’t seem to me to be an exorbitant in- 
erest. Of course it is a high interest if you have not got any net after 
neeting your expenses. 


FEDERAL LAND BANK FORECLOSURES 


Mr. MarsHaty. What is the situation as far as the foreclosures 
f mortgages, farm mortgages, where the Federal land banks are 
oncerned? 

Mr. Toorgti. We will be glad to provide specific information on 
hat for the record, but in a general way I can say that the foreclosures 
ire surprisingly low. There are just practically no foreclosures in 
he land-bank system, nor have there been for a good many years, 
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We really have been a bit amazed that in the last 2 years, with tho 
price-cost squeeze on, that there hasn’t been a substantial increase 
and particularly in the drought area. But it is amazing how few fore. 
closures and actually how good the total collection record is. 

(The information is as follows:) 


Federal land banks—Number of farms acquired by foreclosure or voluntary 
conveyance during years ended June 30 


Year Number 
Bebe nt ucts Lb) ea See a ea rh Gadd. SHEED Bai cyut 97 
Sew a ek SUR as EL Be Pee Le LO eS 23 
Woes stlieciu ied. . seuObe iets db DAE Le A 20 
Fad snrtne Sus ahs alee task Vente apreciated wernt amet: ceil a tealemele 3 38 


Mr. MarsHa.t. That is good for us to know because I have had 
some indication as to the trend. We do not know, of course, how 
much the cost-price squeeze is eating into the reserves of some of those 
borrowers. 

I note that there our delinquent tax list of persons is a little longer 
than it has been and I also notice that occasionally we see notices of 
foreclosure which have been unheard of. I do not know the basis 
for those foreclosures. There may be some other things involved 
wa! aoe credit. It might be the settlement of estates or something 
ike that. 

Mr. Toote.u. Not infrequently that is true. We in Farm Credit 
pride ourselves on going along with our borrowers through tough times 
as well as good, providing they are honest with us and meet their 
reasonable obligations. 


HISTORICAL RECORD OF FARM CREDIT 


Mr. Marsa tt. I recall back a number of years ago when we had 
quite a problem in connection with our credit system as relating to 
agriculture. That it was necessary at that time to, in order to keep 
the Farm Credit System from going completely in default, to make 
available Federal funds on the basis of land bank commissioner loans. 

Mr. Tootetu. That is right. 

Mr. MarsHa.u. The record in connection with those land bank 
commissioner loans was excellent, wan’t it? 

Mr. Toorstu. It really was. If I remember the figures, while the 
Federal Farm Mortgage Corporation actually took losses of something 
over $60 million, its earnings have been such that all but $10,000 of the 
$200,000,000 of capital has been returned to the United States Treas- 
ury and dividends of $132 million have been paid to the Federal 
Treasury and the Corporation has remaining assets of $12.5 million. 

Mr. MarsHauu. Giving full credit to the farmer for meeting his 
obligations, that proved to be always an extremely wise policy, did it 
not? 

Mr. Tooretu. Of course the trend of agricultural prices was up. 
Frankly, World War II is largely responsible for the phenominal 
record of the Corporation. We feel that the record of the Corpora- 
tion would have been good and would have justified the faith that 
Congress had in it if conditions had been more nearly normal but with 
World War II entering in, of course, it made for a much more favor- 
able one. 
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Mr. MARSHALL. I was under the impression that prior to that from 
the period of 1935 through 1939 that a good healthy progress was 
taking place through those years. 

Mr. TooreLtt. You mean the repayment of land bank commission 
loans? 

Mr. MARSHALL. Yes, in the payment of debts. 

Mr. Tooretu. In your district, particularly, the St. Paul District, 
Mr. Marshall, the Federal Land Bank of St. Paul acquired a tre- 
mendous number of farms on which commissioner loans and land 
bank loans were made back during that emergency period. Many 
of those acquisitions were the result of voluntary deed. The borrower 
just said, we are throwing up the sponge. Those would be largely, 
of course, on undersized units which were not very efficient. 

Mr. MarsHALu. Do you recall the progress made during the years, 
from, say, 1935 through 1939, recognizing that what you said a 
moment ago about World War II was certainly evident, but what 
was the effect on our farm economy just prior to World War II? 

Mr. Toorretyi, That was clouded, however, in certain parts of 
the country by the great drought as well as some continuation of 
the depression and particularly out in the Great Plains area, it wasn’t 
until 1939 or 1940 that growing conditions were such that farmers 
had substantial income. 

Mr. Briaas. Real estate mortgages went up and were on the 
increase until about 1938, were they not? 

Mr. Toore.u. Yes, slightly and I think at the end of the thirties 
the Federal land banks and the Federal Farm Mortgage Corporation 
held perhaps something more than 42 percent of the total farm-mort- 
gage indebtedness. This was paid off very rapidly and shortly after 
the conclusion of World War ITI we got down to a point where the 
land-bank system had something less than 20 percent of the outstand- 
ing farm-mortgage business of the country, and currently is a little 
over 15 percent. 

Mr. MarsHa.t. I recall the situation that took place in 1921 and 
it has always been a little bit amazing to me that people have talked 
in terms of the depression of 1929; the agricultural depression took 
place earlier. Of course, I recognize that the drought coming in, in 
1932, made things extremely difficult in that area, but the difficulty 
of meeting our payments, operation of our farm, was particularly 
difficult during the early twenties. I am only saying this, not in 
criticism of what took place at that time, but as a guidepost for the 
position that we may find ourselves in. It appears that there is 
somewhat of a similarity between the cost-price squeeze now and the 
situation that existed in the period of 1921 and at that time there was 
a certain amount of inflexibility in the farm-credit system. I am 
wondering if we have enough flexibility today to allow us to meet 
some of these situations which may be comparable and which may 
also arise due to this cost-price squeeze. 

Mr. Toorety. That is a good question, Mr. Marshall. The only 
unit of farm credit system in existence at that time was the land-bank 
system which got underway in 1916. 

The greatest losses of the land-bank system, I believe, actually 
occurred on loans which were made back in that period. If one 
Were to set out to pick a poor time to establish a cooperative Federal 
bank system they would pick 1917, the time of World War I, with the 
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inflation that took place. This new system, getting underway, wit) 
inexperienced personnel to quite an extent, no history of experience 
behind it, in this cooperative farm mortgage field, made some loaps 
that were pretty bad. The losses of a good many of the land banks oy 
those early loans was rather substantial. If I remember correctly 
Mr. Marshall, the inflexibility of the Federal Reserve System at tha; 
time was thought to be a pretty important factor. Of course, on 
thing that at the present time, it seems to me, is a stronger factor, js 
the commercial banking system. Out in the agricultural areas at 
that time there were many many of these small commercial banks that 
had relatively small capitalization and very little reserve. There was 
teriffic mortality of those in the early twenties. 


CURRENT LOAN SITUATION 


Mr. Marsnauu. I have had people who are affiliated with the 
Federal land bank discuss with me the loaning situation at the present 
time. They say that they are very zealous to safeguard the appraisal 
system of the Federal land bank, which I wholeheartedly agree with 
them. But they say that there are occasions that have come up where 
credit is needed to revise the farming operation to bring about more 
efficiency. As you mentioned in your statement, there is a need for 
something as far as housing is concerned, and various other things that 
they feel could be better met if you had something similar to the land- 
bank commissioner loan that they might avail themselves of. Now 
the reason I am bringing that up at this time is because of the price- 
cost squeeze it might be a good plan, to maintain the soundness of our 
farm loan association, to separate that type of venture from the regular 
type which you are now handling, so that you can maintain your 
record and also meet the situations that may arise. 

Mr. Tootrreiyi. Mr. Marshall, I mentioned that in the land-bank 
system we had increased our basis for appraisals; our concept of normal 
commodity prices and costs in recent months. I believe that many 
of the loan applications that would be in the category that you 
mentioned, if resubmitted would be looked upon favorably and would 
result in loans that would be beneficial to the applicants under our 
new policy. 

We are in hopes that with a more liberal, I would say a more realistic 
lending policy in the land banks, we would be able to close the gap to 
where the Farmers Home Administration is expected to take up s0 
that it would not be necessary to reinstate the commissioner type of 
loan. On the other hand, if need for that does become general and 
acute, undoubtedly it will be revived. 

Mr. Deane. I, too, appreciate your presentation. I, frankly feel 
that your organization has been perhaps more than any other type 
of credit system brought salvation to the farmer. I am thinking of 
the production credit association. Generally speaking, I would 
assume that those who have paid out is the same management that 
started; isn’t that true? 

Mr. Toore... There is not infrequently 1 or 2 members of a board 
of 5 that were with the original founders, but each year that goes by 
now diminishes the number of associations in which that is true; 
wouldn’t you say, Mr. Miles? 

Mr. Mites. That is true. 
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ACCESSION OF YOUNGER MEN INTO ASSOCIATIONS 


Mr. Drang. As you grow older, perhaps you do become more 
conservative and I am trying to develop what type of leadership is 
being brought into production credit association that will really instill 
into the minds of the men responsible for loans that are made, more 
or less a forward look or aggressiveness to come to grips with the 
problem. I wonder if either of you would like to comment on that? 

Mr. Tooretu. Mr. Miles, wouldn’t you? I have talked a good 
deal here. 

Mr. Mixes. You might be interested, Congressman, in the practice 
ina number of districts where the production credit association serving 
normally 5 or 6 counties will organize in these respective counties 
what they call advisory committees of members. In the selection of 
those committees they try to select younger operators along with 
some of the older ones to give them information regarding the opera- 
tion, the philosophy, and the objectives of the production credit 
system, discuss some of the factors in lending. It is hoped that 
through that method they are developing potential future directors 
who can step in when these present directors step out and continue 
the association. We are finding where that program is carried on, 
and it is quite extensive, that a large number of the new directors are 
coming from that group. 


DIRECTION OF ASSOCIATIONS 


Mr. Deane. Is there evidence of undue profit in the sense of the 
loans that are made, or is it carried on principally on the basis of, 
as it has been in the past? 

Mr. Mixes. I am not quite sure what you mean. 

Mr. Deane. Perhaps I have not made myself clear. In the loans 
that are made from the reserve they hold, is there evidence that the 
present directors of the various associations who have paid out, have 
followed the same policies they did before they paid out. 

Mr. Mites. Yes. We have no evidence that the mere paying off 
of the Government capital has changed the credit policies of these 
credit associations. These boards of directors, as you know, are 
themselves farmers and stockmen. They are operating in their own 
communities and exhibit a great interest in being of maximum service 
to the other farmers and stockmen in their respective activities. 

Of course, as the Governor stated, there are a few spots where we 
have felt they haven’t served the territory as they should, but those 
certainly are in the minority and we are trying to correct those cases. 

Mr. Deane. In those cases to what extent do you have any right 
or power of authority to give them guidance and direction? 

Mr. Mixes. Of course, the Production Credit Corporation in each 
of the districts have responsibility for supervising the operations of 
these associations. Their supervision includes not only supervision 
from the standpoint of keeping the association from overlending, but 
they also have the responsibility of seeing that these associations 
adequately serve their territory. 
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PROPOSED LEGISLATION ON RETIREMENT OF GOVERNMENT CAPITA, 


Mr. Deane. Mr. Briggs, in your statement, you refer to a recom. 
mendation to section II of the Farm Credit Act of 1953 and th» 
Senate bill which has been introduced. No House bill has beep 
introduced? 

Mr. Briees. No. The Senate bill was introduced March 2 by 
Senator Ellender. ‘ 

Mr. Deane. What are those recommendations incorporated jy 
Senate 1286? 

Mr. Briaes. It covers first the Bank for Cooperatives and provides 
means by which farm cooperatives will obtain ownership by retiring 
yovernment capital. It also contains a section on production credit 
corporations and provides the means by which the production credit 
associations pay out the Government. There is a section in the act 
that has to do with the Federal land bank and there are miscellaneous 
sections. 

The general counsel is a little better acquainted with those than |, 
That is about what it covered. 

Mr. BaGweE tu. I have a copy of the bill, if you would like to see it, 

Mr. Deane. I would like to see it. 

Mr. Baewe tu. A similar bill is with the House Agriculture Com- 
mittee. It hasn’t been introduced as yet. 

Mr. Deane. Do you have it? I was trying to reconcile in yow 
statement on page 6, Farm Income Assets and Debt, with reference 
to the sheet here, by types of lenders, the overall picture. I was 
trying to relate one to the other. Is that possible. 

Mr. Tootety. Mr. Deane, I do not believe that it is feasible to 
reconcile those two precisely. 

Mr. Deane. I believe you are going to furnish for the record, or 
would you furnish for the record a revised table, No. 6, here, which 
would firm up the ideas incorporated from this tissue sheet here, 
revision of table, page 9 of House notes? 

Mr. Tooretu. I would like to add that these two are related and 
are reconcilable. 


FARMER’S BUYING POWER IN 1955 


Mr. Deane. I am sure that you have an opinion of the farmer's 
buying power for 1955. Can you give some idea of the farmer's 
buying power for 1955. 

Mr. Wiukrnson. You would like that basis of comparison between 
what years? 

Mr. Deane. 1954-55. I was impressed by the question Mr. 
Whitten directed to you with reference to the increase in the minimum 
wage for industrial workers and the continued drop of the farmer's 
buying power. 

Mr. Toorstu. If I recall correctly, Mr. Chairman, Mr. Whitten 
asked if I felt the increase in the minimum wage would have a direct 
effect. My response was that I believed the direct effect that might 
be expected would be to increase the purchasing power of certall 
consumers and perhaps as a result of that, exert an upward pressure 
on the price for certain food and fiber. The extent to which that might 
occur, the specific products that would be most likely to be affected 
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by it, frankly, I haven’t thought through or studied. I do believe 
there would be that general—— 

Mr. Deane. At your convenience, I would like for you, if you 
vould, furnish me a little fuller statement on this subject. We are 
soon to consider an increase in the minimum wage. The President 
has recommended an increase in the minimum wage from 75 cents 
to 90 cents. Other bills have been introduced to increase the minimum 
up to $1.25 and $1.35 even. 

I would like for you to comment, if you would, to the extent that 
vou feel that these increases might result in benefit to the farmer. 


I believe, Mr. Chairman, that is all. 


REAL-ESTATE LOANS 


Mr. Natcuer. Governor, you pointed out in your revision of the 
table on page 9 of the House notes that 12 Federal land bank districts 
today hold 15.3 percent of the total real-estate loans and that the 
insurance companies today hold 24.9 of the loans. Has that picture 
changed considerably during the past 2 years as to the percentage 
between the Federal land banks in 12 districts and the insurance 
companies? 

Mr. Toore.u. It has not changed materially. In the last 2 years it 
is my impression that the land banks have been gaining just a little 
bit, evidencing, perhaps, a bit more conservatism on the part of the 
insurance companies. I do not know whether that would be the 
reason for it. 

Mr. Narcuer. You pointed out that in 9 of the 12 districts we 
have a 4-percent rate of interest. Am 1 correct as to this percentage? 

Mr. Toore.u. In 9 of the districts the land bank interest rate is 
4 percent, in 2 it is 4.5, and in 1 it is 5 percent. 

Mr. Narcuer. I believe in Louisville you have 4% percent? Or is 
it 4 percent? 

Mr. ToorE.u. 4 percent in Louisville. 

Mr. Narcuer. What territory is served by the Louisville district? 

Mr. ToorEuu. Indiana, Ohio, Tennessee, and Kentucky. 

Mr. Natcuer. In that particular district, Governor, | would appre- 
clate it if you would place a short statement or a chart in the record 
at this point setting forth the number of loans made and the loans 
outstanding for the years 1940, 1951, 1952, 1953, and 1954. A similar 
chart as you set forth on page 2 of your statement, but only as to this 
particular district. 

Mr. Toore.u. For the same years we have on page 2 of my state- 
ment? 

Mr. NarcHer. Yes, sir. 

(The information requested follows:) 


Loans made and outstanding in the farm credit district of Louisville 
[In millions] 


For years ended June 30 1953 1952 | 1951 


$190 | $192 $182 
192 | 171 
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Governor, during your tenure in your present position which | 
believe you stated became effective on April 1, 1954, have you com 
to the conclusion that the farm credit system of the Farm Creqj; 
Administration is adequate to serve the needs of the Americay 
farmer today? 

Mr. Toorg.u. I believe so, Mr. Congressman, in so far as the group 
of farmers that Congress apparently meant the farm credit systey 
to serve. It is our belief, you see, that since Congress visualizes this 
as a permanent cooperative credit system, it was not the intention of 
Congress that these institutions comprising the system make high 
risk loans which would jeopardize the safety and future of the system, 
On the other hand, we feel that it was the intent of Congress tha; 
they reach out somewhat farther than a lending institution motivated 
solely with making a profit for its stockholders would do. I woul 
say, Congressman Natcher, that for that segment of farmers of this 
country, and that is a very substantial segment, we feel that the farm 
credit institutions are adequate. 

Mr. Natcuer. Governor, the members of this committee and all 
Members of the Congress generally feel that the Farm Credit Adminis. 
tration is a fine organization and has certainly served a wonderful 
purpose in this country. I recall when I started out in the practice of 
the law I served as a commissioner under the Frazier-Lemke Act of 
the western district of Kentucky. I know back in those days the part 
the Federal land bank played as far as the farmers of Kentucky are 
concerned. I remember particularly the situation as it existed then 
and I certainly hope that we never have to go back through those days. 


FEDERAL LAND BANKS 


Mr. Vurse.u. Being a new member on this committee and never 
having had any contact with this farm credit and these farm land 
banks, it is a little difficult for me to follow the structure here on loans 
and production credit and so forth. I take it that you have 12 what 
you call Federal land banks conveniently located and serving large 
areas of the United States? 

Mr. Tootetyi. May I interrupt and say we have 12 farm credit 
districts and in each of those, Congressman, there is a Federal land 
bank which was originated in 1916 with the Farm Loan Act of 1916, 
an intermediate credit bank which is a bank of discount. It does 
not 

Mr. Vurse.u. Let us stop right there if I may interrupt you. 
About what is the total capital structure of these 12 Federal land banks’ 

Mr. Tooretu. I am sure Mr. Wilkinson can give us that precisely. 
While he is looking that up, let me say that they were originally 
capitalized by the Federal Government. All of the Government 
capital has been retired from the land bank system and each of the 
12 land banks is owned completely by its farmer borrowers throug) 
the national farm loan associations. 

Mr. Vurseti. Owned by the borrowers. 

Mr. Toore.u. That’s right. 


Mr. Vurse.ut. What is the second set up? 
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INTERMEDIATE CREDIT BANKS 


Mr. Toorge.ty. The intermediate credit system: 12 intermediate 
redit banks which came into being in 1923. 

Mr. Vursetu. What is their function? 

Mr. Toore.y. Their function is to discount paper that represents 
vidences of indebtedness of farmers made in connection with loans 
ranted for periods of up to 3 years duration. 

Mr. Vurseiu. Let me ask you a question right there. I know there 
sa use for those or you would not have them, those intermediate 
vedit banks, but I am wondering why the original land bank could 
it also handle and take the place of the other. 

Mr. Tooretyu. Well, the land banks made long-term loans. Those 
vere, most of them, 20- or 30-year loans. The intermediate credit 
yank, you see, was discounting short-term paper, most of it a one-crop 
eason paper of 9 months or shorter duration. It discounts paper for 
he production credit associations which came along later, for live- 
tock loan companies, privately capitalized agricultural credit organi- 
vations, and even commercial banks. In other words, commercial 
anks may discount with the intermediate credit bank. At the 
present time, I believe only commercial banks in Puerto Rico are 
liscounting with the Federal intermediate credit bank. 

Mr. Vurseutu. Who puts in the original financing? Who does the 
original financing in this setup of the intermediate credit banks? 

Mr. Toorety. The Federal Government provided all of the capital 
orginally and continues to provide all of the capital. 

Mr. Vurseuu. Is that so on the basis of a continuous revolving 
fund on the part of the Federal Government or do they ever pay out? 

Mr. Toorety. The Farm Credit Act of 1953 directed the Farm 
Credit Board which it created to develop a plan which would ulti- 
mately result in the repayment of all of the Government capital and 
make the intermediate credit banks also a member borrower-owned 
institution. The Federal Farm Credit Board has been giving some 
consideration to that during the past year. 

To round out the picture of these institutions, in 1933 there came 
into being two other categories in each of the 12 districts. The 
production credit corporations and the banks for cooperatives. 


PRODUCTION CREDIT CORPORATIONS 


_ Mr. Vursevy. Let us stop right there for a moment. It is very 
interesting. What is the function of the production credit 


} corporations? 


Mr. Toorriy. It had three functions initially: one to organize 
production credit associations, and it did that and blanketed the 
United States so that all of the agricultural counties in the United 
States are included within the corporate territory of a production 
credit association. 

Mr. Vursetu. Do they have a central office in each one of these 
ureas where there is a land bank? 

Mr. Tooreuu. Yes, sir. The district farm credit units are housed 
together, the production credit corporation being one of the four. 
The production credit associations which it supervises and which it 
initially capitalized are located out in the country. There are 498 
of those associations in the United States. 

58682—55—pt. 3——50 
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Mr. VursE.t. I presume that there are a considerable number of 
personnel required to handle the production credit corporations and 
do the fieldwork and so forth? 

Mr. Toorety. Mr. Miles can give you the precise figures on that. 
My recollection is that it averages about 15 or 16 total personnel for 
each of the 12 districts. 

Mr. Vursevi. What type of salary schedules do they have for tha; 
and who pays it? Does the intermediate—are they on the regular 
roll that the Congress appropriates for each year or is there a lump 
sum from which they are paid? 

Mr. Tooretyi. Our appropriation, Mr. Congressman, involves but 
an authorization to spend moneys which we collect through assess- 
te on these district institutions. We get no appropriated tax 
unds. 

Mr. Vursetu. Another question right there. Do you collect 
sufficient funds to pretty well take care of that necessary expense 
of personnel and the salaries and so forth? 

Mr. Tootetu. Yes, we collected adequate funds to do that for 
all of the units and in their entirety. If we overassess them in a 
particular year, or if we underspend any particular year, we simply 
reduce the assessment we make on them for the coming year. 

Mr. Vurseutu. That intrigues me, that production credit corpora- 
tion and the work that they do. Do they supervise, do they recom- 
mend loans and supervise; what is their particular function? 

Mr. Toote.ty. The loan to the farmer, the individual farmer, 
is made by a production credit association which is a local institution. 

Mr. VurseEtt. It is a little bit like the Farmers’ Home Administra- 
tion where you have committeemen on a smaller scale that approve 
loans, or is it? 

Mr. Toote.u. The difference being this, Mr. Congressman, that 
the Farmers’ Home Administration lends money which this Congress 
appropriates to it for that purpose. The units of the Farm Credit 
System lend money which they obtain through sale of bonds and 
debentures to the investing public. Those securities not being the 
obligation of the Federal Government in any sense. 

Mr. Vursetu. In other words, then, they are pretty much on their 
own, or entirely on their own in helping to develop credit through sale 
of debentures and otherwise in favor for the use of the farmers who go 
up the line cooperating with the bank, the Federal land bank? 

Mr. Toore.i. Our system provides a mechanism through which 
farmers of this country pool their credit resources. 

Mr. Vursetu. Is that why you call them cooperators? 

Mr. Toots. Yes. 

Mr. VursELL. Sometimes we hear a loud howl about these great 
cooperatives that are making more money than anybody else, as some 
people say, and I was just wondering if we had a prop under them 
through this here. But I am glad to note that you do not have. 

Mr. Toore.ti. The Congress in 1916, you see, started building for 
American agriculture a cooperative credit system which would help 
farmers to serve their own credit needs. 

Mr. Vursetu. Then the Federal Government is not greatly 
obligated now in the financing of the farm loan banks; as you say, 
they pretty well amortize themselves out; is that right? 

Mr. Tooteti. They have completely paid out the Government 
capital. 
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Mr. VursELuL. We are not involved in the production credit corpora- 
tion work to any great extent? 

Mr. TooTE.Lu. Yes, we are, Mr. Congressman. The income of the 
production credit corporations in each of these 12 districts, the income 
which they have to meet their payroll in supervising the production 
credit associations comes largely from interest earned on Government 
capital. The corporations themselves make no loans and have no 
loan income. 

Mr. VursELL. How much is that Government capital? 

Mr. Toorety. It is $31,735,000 in the 12 corporations. Actually, 
about $3 million of that is still invested in capital stock of associations. 
It is the earnings on the remainder of it that pays in part the operating 
expenses of the corporations. 

Mr. Vurse.u. We are not involved financially to any great extent 
in the Federal intermediate credit banks, or how deeply are we? Is 
that $31 million or so; does it cover this other branch here? 

Mr. Toore.tut. The intermediate credit bank, no. At one time 
there was $100 million of Government capital in the intermediate 
eredit bank. That has been paid down now to approximately $60 
million. 

Mr. VursELL. If things go along well for the next decade that might 
probably be wiped out? 

Mr. Toore.tu. We are looking forward to the time, sir, when all of 
that can be repaid and the capital structure of the intermediate credit 
banks will be held by their users. 


TOTAL LOANS OF FARM CREDIT INSTITUTIONS 


Mr. Vurse.u. Could you tell me about how much money is loaned 
through these varous institutions at the present time? 

Mr. Toore.ty. We have that figure, sir, a total figure on it. 

Mr. Vursetu. It looks like—— 

Mr. Tootetu. As of June 30, 1954, the net of the farm credit 
institutions, the net loans were $2,368 million, a little over one and a 
quarter billion dollars or approximately half of that is land-bank 
loans and the remainder was divided between these other institutions. 

Mr. Vursewu. Is that at or near the high peak now since you 
have been operating or do you know without looking it up? 

Mr. Tooretu. The figures at the bottom of this table will give 
that to you. In 1940, the peak was $2,853,000 I might say that 
that was represented, you see, in large part by land bank loans. 
They accounted for about two-thirds of the total that time. 

Mr. Vurseiui. You would say that due to the experience you have 

had it has been so beneficial in setting up this great structure of loans 
for the farmers that this loan, these loans, the amount of these loans 
at the present time are normal and not excessive or would you? 
_ Mr. Toorety. One I think needs to differentiate between loans to 
individuals and the loans in the aggregate. I am sure I am safe in 
saying if you take our loans in the aggregate, they are not excessive. 
here are certain loans to individuals which are, largely as a result 
of circumstances which have occurred since the loan was made. 
You know there is an old saying that the lender never makes a bad 
loan; the loan just gets bad over time. That is about the situation. 
You have a death, for instance, of the farmer. 
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Mr. VurseLu. Many things can happen, including illness. Wha; 
has been your credit experience with the loan losses or do you haye 
an idea of that? 

Mr. Tooreuy. I have some idea of that. I think it might bp 
better if we were to furnish you a historical record by institutions op 
our losses going back over some time. 

(The information follows:) 


Farm Credit Institutions—Loss experience organization through Dec. 31, 195; 





Actual and estimated losses 


Institution | Asa per- 

Actual ee for Total | centof 
she loans made 
Federal land banks !..___....____-. ie _..| $128, 762,000 | $23,631,000 $152, 393, 000 | 2.82 
Federal Farm Mortgage Corporation !__._____- BS Fe eee benocnvce: ee 61, 791, 000 | 5.07 
Federal intermediate credit banks__. ee 8, 216, 484 4 8, 216, 488 | 034 
Production credit associations... _....._.. ae 9, 676,003 | 10, 797, 950 20, 473, 953 | 2.19 
Banks for cooperatives____..._.__.- Le 4, 110, 763 3, 921, 818 | 8, 032, 581 | 1B 





' Based on a special study in 1949, approximately 95 percent of losses, organization to June 30, 1949, were 
attributable to loans made prior to May 1933. 
2 As a percent of cash advances. 


Mr. Vurse.u. | think that would be very interesting; it would be 
to me, and I appreciate, may I say, the clear and concise answers you 
have given to my questions which were based on my unfamiliarity 
with this subject. You have helped me get better oriented in looking 
at the picture. 

Now, it appears here that you are only asking for about $6,290,000 
at this time and is that all that we will put into this particular phese 
of it? 

Mr. Toorreiyt. We might look at the table, in my statement, sir. 
The Farm Credit Administration, which is composed of our Washing- 
ton office here and the personnel in the field who are the employees of 
the Washington office, is the supervising agency. This $2,320,000 is to 
pay its expenses and again that money will come from assessments 
which we will make on the district institutions. Then next is the 
Federal Farm Mortgage Corporation for which we are asking an 
authorization of $550,000. It still has fairly substantial earnings 
coming from the remaining assets of the old commissioner loan 
program. 

Mr. Vurse._i. Apparently it does because I notice you are asking 
for $100,000 less or am I right on that? 

Mr. Toorety. That is right, $100,000 less than a year ago and we 
would anticipate that declining or diminishing each year as the com- 
missioner assets diminish. Then, the intermediate credit banks, the 
expenditure we are asking for them, that money of course comes 
from their own earnings on their lending operations primarily, although 
to some extent from investments. The production credit corporations 
from interest on investments. 

I failed to say and it might be of interest to you to know that the 
intermediate credit banks and the banks for cooperatives pay 3 
franchise tax, which is intended to cover in part the cost to the Federal 
Government of its investment in those institutions. 
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ELIGIBILITY OF FARMERS FOR LOANS 


Mr. VursELL. May I ask another question. 

Are all farmers, regardless of their financial status, privileged to ask 
for and secure these loans? 

Mr. Tootreiy. They are, sir. Any farmer who is able to meet 
reasonable credit standards and has a reputation of being an honest 
individual, who has the proper attitude toward his debts, is eligible. 

Mr. Vurseutu. Who passes on the loan? 

Mr. Toorrtu. Let’s take the land bank type of loan to begin with. 
First, the application for that loan is taken by the secretary-treasurer, 
who is the local manager and employee of the national farm loan 
association. He takes that application. It is submitted to the loan 
committee of the national farm loan association, a committee of at 
least three members. The secretary-treasurer is one, and two others 
from the elected directors of that local association. If they approve 
the application, the application is then made available and placed 
in the hands of a land bank appraiser, who is a public official, and he 
makes an independent appraisal. Then that is sent to the Federal 
land bank, together with the application, and the Federal land bank 
in the district determines whether it is willing to make the loan that 
the association recommended or what loan it is willing to recommend. 

Mr. Vurseuu. It would look like we are pretty well protected. 

Mr. Toorge.ui. We believe so. We have, first, the judgment of the 
secretary-treasurer, then of the board of directors who are local farm- 
ers, and then this land-bank appraiser who is a specialist in the field of 
farm-mortgage appraisals. Then the loan committee of the land bank. 

As to the production credit association loans, the application is 
taken by the secretary-treasurer of the production credit association. 
That is passed on by his loan committee, and that association makes 
the loan or rejects it. If a loan is made it is made by the association. 

Then most of the loans they make, they submit on to the inter- 
mediate credit bank for discount, although a certain percentage of 
their loans they make out of their own funds. 

Mr. Vursetu. I think you are a mighty good man. I was im- 
pressed with your background, and since you have testified today before 
this committee, even one as unfamiliar as I plead guilty to being in 
this particular field—however, I have had a little to do with farming 
all my life—think you have demonstrated that whoever picked you 
for this job used good judgment, and, so far as I have heard from the 
other members of your staff, I can say the same thing. In fact, I 
think so much of your judgment that there is another question or two 
I want to ask you that does not have to do with this particular testi- 
mony we are taking today. 

How long do you think it is going to be before farm prices quit drop- 
ping, and when is this squeeze going to run its course? I see we are 
down now to 87 percent of parity in 1954 as of November. That is 
2 points less than a year earlier at 89. Do you think this trouble 
that the farmer is in now, which has been progressively downward, 
may run its course by June of next vear? 

Mr. Toore.y. Well, sir, if I had the answer to that I could become 
avery wealthy man. I do not want to dodge your question. 

Frankly, I do not expect to see much further decrease in agricultural 
prices. But I rather suspect that the total agricultural situation is 
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not likely to improve substantially between now and a year fron 
next June unless there is a war or unless there is a rather widesprea( 
drought that makes a shortage of supply of some of the more importan; 
commodities. | 

In other words, I feel that this postwar readjustment is something 
that inevitably is going to extend over a bit longer period of time 

Mr. Vursevi. Mr. Marshall raised a very good question about the 
fact that we might run into serious difficulty some of these times, and 
I would venture the observation that if we keep out of war we cap 
make the transition to peace and avoid a serious depression for two 
reasons. | 

By comparison, back when we went through the great depression, 
the farmers had been on a wild speculation spree to a certain extent, 
and the banks, without any adequate control, had over-loaned jp 
nearly all instances, and then everybody went into the stock market 
to get rich, and it was a fool’s paradise for a good while. Then this 
thing hit. 

Now by comparison today you have got the banks pretty well 
insured, as you know, and the banks are more conservative in their 
lending. 

I have read about the difference in loans now and the virility of ow 
financial structure at the present time with what they were back in 
1926 and 1927, and we are in strong financial shape from the point 
of view of the banking structure, as I understand it, at the present 
time, which makes a great difference from being as weak as they 
were in financial structure when the depressions hit us before in 1929, 

In addition to that, due to the existence and experience of war, 
the people have bought Government bonds and have gotten a habit 
of it, and they have the greatest buying power ever known in peace- 
time in Government bonds now, the greatest reserve buying power in 
the history of this Nation. 

And I would venture to hope that the Federal Reserve Bank and 
any other agencies, from the President down, will keep a sufficient 
watch on the stock market so that we won’t go over the precipice in 
speculation. And, as we all know, you cannot buy on those light 
margins now that you could when we were running into that depres- 
sion. I know from a very sad experience, as many of you fellows can 
testify. 

So I think our biggest problem in the Nation is what Russia is 
going to do, whether she is going into China, or going to let us con- 
tinue in a peaceful era. And if we can do that we will move enough 
exports in trade and raise enough children within a few years to help 
eat us out of this farm problem. So you see I am an optimist. 

Mr. Tooretu. I am, too. Over any reasonable period of time, | 
am optimistic about it. 

Mr. Vursevu. But I must say again, at the expense of it being a 
dangerous statement to make politically, that there is a cloud and, 
unlike Biblical days, it is bigger than a man’s hand, which I think 
is disturbing and can disturb our economics for the future, and that 
is the continuing vaulting, forcing up of wages that has gotten to 
the point where they penalize the farmer and penalize the consumer 
at the same time, which has brought a spread between what the 
farmer gets and what he has to pay back for his stuff. That 1s 
helping put on this squeeze. 
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Now we have got prices stabilized. We have got the inflation 
stopped if we can retard that inflationary pressure, and if we as 
Members of Congress are courageous enough—and I believe we 
are—to not run too big a deficit and start pushing the purchasing 
power of the dollar down now which is already too low for a great 
many people, and particularly for the farmers, we can go forward 
with confidence. 

Mr. MarsuHatu. I have listened very intently to your statement, 
Mr. Vursell, and I am glad that you made your statement because 
| think you did a very fine job of clearing up a number of things in 
the credit structure of the bill. However, I would be a bit remiss 
if I did not call attention to the situation that the American farmer 
faces today that is more a major difficulty than it was in the 1920’s, in 
that his costs of production on the farms have increased so much 
over that period, and those are things that he must meet. They are 
unavoidable expenses in the cost of his operation. 

When we talk about this cost-price squeeze, how long that situation 
continues will have a great influence upon his own financial structure. 
And while we do have adequate protection, I am thinking about the 
farmer who, through no fault of his own, is outside of that category, 
and I see nothing in the picture that would keep him from taking the 
loss that he may be forced to take. 

And, further than that, through no fault of the farmer, he is faced 
with a situation where we have had accumulated surpluses pile up, 
and a lot is going to depend upon what is done with those surpluses 
in putting them into the market. How we are going to meet some of 
those situations that are outside of the scope of our farm credit will 
have a large effect upon just how successful farm credit is in making 
loans and expecting repayments. 

These things are things that are here. They are facts that are going 
tohave to be met in some way or other, and I think those are the things 
that are going to have a bearing on that. 

Mr. VursEuu. I want to thank you for finishing up my statement 
because I had concluded leaving out some very important things that 
you have covered. You are grieved about the fact that the farmer 
is helpless in a lot of price rises that he has got to take if he continues 
farming. 

Now I know that Mr. Whitten is greatly interested in the cotton 
situation. I have not been able to get my mind off of something | 
said a minute ago that I have burdened the committee with a time 
or two before about the cost of the implements that the farmers buy 
almost pricing themselves out of the market if the farmer just did not 
have to have them. 

[ think it is an unjust situation that the farmer has to confront. 

I do know that these surpluses, as you have well said, are attribut- 
able more to the energy and labor of the farmers rather than to some- 
thing they should be criticized for for building up these surpluses. 
They were invited to do it, and there is not any question but these 
surpluses hanging over the market is helping to accelerate this price 
squeeze, 

_I think it is up to the Congress and I think it is up to the administra- 
tion, and I believe both of them are fully willing to meet the responsi- 
bility except there is some division of opinion as to how to meet it, to 
get rid of these surpluses. I do not believe in giving them all away, 
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either. I think the time has come when we have got to continue ty 
try to increase the exports—and I understand they are increasin 
some. There are some favorable long-term reasons for a little of th: 
optimism that I have in the farm problem. 

If, as you say, Mr. Marshall, we come to grips with 2 or 3 thing 
and can stay out of war, we can get going. And you know a snowhgll 
gathers pretty fast as it continues to roll and get larger. 

Mr. Marsuatt. I think there is one thing that all of us are incline; 
to overlook, and that is that the expense of disposal of surpluses js 
going to be immeasurably less than the cost of war. 

Mr. Vursett. Oh, yes. 

Mr. MarsHa... So that we can look at the farmer’s side of this 
and we can say “‘Yes, he has produced the things in the interest of the 
national welfare. It was something he was called upon to do.”’ Ang 
vet in the interest of the national welfare the cost of the disposal of 
those items might be comparatively less than not disposing of them, 

Mr. Vursetu. That is right. 


AIR-CONDITIONING EQUIPMENT 


Mr. MarsHauu. I note that we have a request here for $3,500 for 
air-conditioning equipment. 

Mr. Toore.t. Yes. 

Mr. MarsHauu. Will you comment on that, please. 

Mr. Tooretyi. That contemplates—and Mr. Wilkinson can check 
me on this—air-conditioning the conference room which is used by the 
Federal Farm Credit Board at its meetings, and for numerous meetings 
which our Washington staff has, and the officers who come in from the 
field to Washington for conferences. We have no air conditioning of 
any kind there. 

There is also the air conditioning of the office between the Governor 
and the First Deputy Governor, which is occupied by three secre- 
taries. It has no air conditioning of any kind. 

It is our understanding that there has to be a specific request for 
expenditure of funds for that purpose. 

Mr. Wiikinson. The General Services Administration is not in 
position to supply air conditioning otherwise. 

Mr. Marsuatt. Is this in the Department of Agriculture Building’ 

Mr. WiLkinson. Yes, sir. There is no surplus air-conditioning 
equipment available from the General Services Administration. The 
General Services Administration will supply the equipment, but we 
will have to pay for it. 

Mr. Marsnatu. I think, as far as we are concerned, that concludes 
the hearing for today. 

Did you have something more? 

Mr. Toore.u. I was going to comment on that point. 

The chances are, Mr. Chairman, that it will be 20 years or more, 
and this equipment will be fully depreciated before all of the farn- 
credit institutions retire the last of the Government capital and we 
would be getting out of the South Agriculture Building. 

Now, Mr. Chairman, I would like to say that we have thoroughly 
enjoyed being with you folks, and we appreciate the very generous 
amount of time you have given us. , 

Mr. MarsHatu. You have had a very interesting subject and dis- 
cussed it well. 













tinue tp 
CTeasing 


nelined 
USes jg 


of this 
{ of the 
’ And 
Osal of 
them, 


100 for 


check 
by the 
etings 
m the 
ing of 


"erno! 
secre- 


st for 
in a 
ding’ 
oning 
The 


it we 


ludes 


nore, 
arm: 
1 we 


ghly 
rous 


dlis- 


LIST OF WITNESSES 


Bagnell, D. B- 

Bagwell, J. C 

Barnard. ©./Gs.58- 2st 
Baweombe, W. E._- 
Beach. Bi Pacsaces- 
Reall Ri Pass 
Berger, H. W____-_- 
Berger, W. C__--- 
Bolin, N. H....- 
Briggs, M. J_- 

Bucy, C. W_-- ; 
Burmeister, Gustave 
Butz. EB. Lb... 

Cogdell, H. Bois on 
Colby; Mike atee see = 
Crow, W. Res Rk am 
Currie, DAL ccesaa 
Evans, G. E_.-_- 
Farrington, R. L 
Fretts. ©, Bees 
Grant, C, b=... 
Herrell, H. G_- 
Hersoe: G. Foo. Seu. 
Holliday, M. H., J 
Holmaas, 

Kauffman, 

Laidlaw, C. 
Lennartson, R. 
Lodwick, W. G 
Mangham, F. R 
Manwaring, H. L___- 
McConnell, J. A 
McCormick, J. H 
McGregor, F. R 
MeLeaish, R. B 


Minor, W. A 
Morrow, oe 
Mynatt, E. 

Nelsen, Ancher_______ 
Newell, S. R 
Nikkel, E. H- 
O'Shaughnessy, J. 
Partridge, R. D__- 
Plavniek, H. D 
tichards, Preston 
Roberts, R. S 
Rogers, Will_ 
Rossiter, F. J 

Scott. K. Sas Bs ae ed le’ 
Shafer, MacHenry- 
Shea, F, ae 
Shulman, E. M 
Smith, H. C 

Smith, S. R 

Strong, F. H 
Tootell. R. B 


1009, 1158. 


1439, 


1635, 1696, 


1439, 


Page 
1213 
1737 
1508 
1609 
1239 
1439 
1635 
1239 
1405 
1737 
1609 
1158 
1213 
1508 
1405 
1009 
1213 
1405 
1609 
1405 
1609 
1009 
1439 
1508 
1009 
1213 
1405 
1009 
1158 
1635 
1239 
1405 
1696 
1239 
1508 
1737 
1158 
1158 
1609 
1439 
1009 
1405 
1439 
1439 
1609 
1239 
1729 
1635 
1158 
1508 
1635 
1696 
1609 
1508 
1009 
1439 


1737 





Trelogan, H. C___-__- 
Webster, R. L.........- 
Wheeler, J. C 
We Sik. Bs ons cn Sabb hk hak bh su ebook hbbbe ocbd Edu RE 
i a hae ee etl cals rain 
TI, I sn uss, tig Ries ah eae acta ae ait oa ai 





1004 
1009, 1158, 1213, 1239, 1635, 1696, 1729 


1158 
1737 
1696 
1439 











ARAN = AE a Ca caetacOS 


5 
4 
yf 

é 


Pan 
- 100 
- 1009 
. 16% 
- 1009 
16, 1729 
1158 
1737 
1696 
1439 


INDEX 


DEPARTMENT OF AGRICULTURE 
A 


F Avricultural Marketing Service. a 


Automobiles, replaceme nt of - 
Commodity Credit Corporation, re pay ment to 
Delivery points of cotton and other commodities on future contracts. 
Language changes / 
Marketing research and service 
Contract work _ 
Crop and livestock estimates 
Economic and statistical analysis 
Farmer expenditures, collection of data on 
Forestry products, extension of research on 
Fruits and vegetables: 
Contract for improving merchandizing of 
Inspection of - 
Inspection, grading and classing, and standardization 
Language changes 
Levels of living of farmers 
Market news service 
Requests for _- - 
Poultry and eggs: 
Eggs, margin for midwestern and eastern eggs sold in Wash- 
Me re ee eke ck 
Inspection of__------ 
Price of commodities, spread between 1 produce r and consumer. 
Product quality, improving and evaluating of 
Regulatory activities_-__-_-_- 
Research projects undertaken, “desirability of _- 
Stockyards, posting of __--- 
Warehouses, inspection of - 
Milk: 
Bulk handling of 


Milk program for schools_..--_------- peansnves, 1 e 


Organization of____-__- : 
Payments to States, Territories, and possessions _ 
Perishable Agricultural Commodities Act fund. 
School-lunch program_-- -- andsnars 
Apportionment of funds by States -_ Shad ; 
Beef, distribution of 
Distribution of commodities to ‘Mississippi schools _ 
Distribution of commodities to schools: 
Basis for- 


Reduction in_ _ Si et 1023, 1 116, 


Value of eae Pt eee Se 
Milk. (See Milk this title.) 


oc doe chases ar 1119, 1123, 


Reduction in budget for___-__-_-_- 
Subsidies: 
Basic and perishable commodities ______---- 
Flexible price supports 
Surplus agricultural commodities, removal of- 
Surplus commodities: 
Distribution under sections 32 and 416___- 
Flexible price supports, effect of - 
Foreign sale on competitive bid basis 
Removal of a 


Page 
1009 
1085 
1131 
1024 
1085 
1036 
1028 
1060 
1057 
1059 
1034 


1029 


, 1085 


1076 
1085 
1025 
1069 
1072 


1046 
1035 
1053 
1051 
1083 
1025 
1083 
1083 


1051 
1128 
1012 
1087 
1153 


, 1100 


1111 
1118 
1120 


1127 
1122 
1110 
1125 
1117 
1022 
1020 
1133 


1149 
1020 


, 1021 


1133 





IV 


Cc 
Commodity Credit Corporation: Pag 
Limitation on administrative expenses___..._......--.------------ 1363 
meepenreh Getivities OF... .< eng pp anp emp -e+ss-- aq eae ae -. 134 
Restoration of capital impairment_____._____....-.____---------_- 137) 
Cm TE BONING sn ~ 6 0 cb iw Fh Riko 2 4iiew sd tie cheese 1213 
Egg marketing practices___ - SSoSecees~.-..- fds 7 12% 
Salaries and expenses - - - - 1213 
Commodity Stabilization Service: 
Agricultural adjustment programs_------ se 1325, 135¢ 
Cotton acreage reduction__- : ir : 129% 
Foreign expansion of cotton acreage _ bagi ieaeiack 1234, 1249 
Premeasurement of acreage, cost of - _- -- - 1334 
Section 388 of Agricultural ANS Act, , operation of - 1339 
Commodities, gains and losses by Benen ; 129) 
Coordination of divisions _ ‘ retiree 134? 
Corn, disposal of - 1288, 138: 
Emergency famine relief to friendly peoples, reimbursement to CCC 
for__- - 1390, 1397, 1403 
Emergency feed assistance, reimbursement to CCC for___- 1390, 1398, 140) 
International Wheat Agreement . _ - _..-- 1889, 1394, 1400, 140 
Inventories of commodities in CCC price support program, 1938-54 1307 
Language — 1358 
Milk, dried _ : ' Fate ‘ ' “1296, 138 
Personnel: 
SUPROvEl, i DEMO 6 ic Se cn ncubsionms oiiiecediaaias i 
Poultry industry, support for-----_-------- aeds 
Price support commodities-_- - __ -- «ia: Ge spaniels Tak in A 1249, 1307, 2 
Research projects___- cae aia alas ha aaa des : 1347 
State and county offices: 
Cost of county offices _ aoe 13 
County committees 1282, 1353, . 
TInadequacies of 1276, 1321, 1 
Personnel of _ _ - - . 7 
Sugar Act program - - - - ’ roe ; 1358 
Surplus commodities: 
Cotton a ; 1312 
Disposals on other than competitive-bid basis_ 1248 
Foreign sale on competitive-bid basis, amount offered and sold__ 1245 
135; 
Total stocks as of February 16, 1955 1249, 132) 
Wheat Sea Bike , 131) 
Tobacco price-support program efits 1388 
Warehouses and CCC-owned bins: 
Awarding of contracts to other than low bidder _ —___ 1255, 126 
Calking compound for___-- - : eee : 1251 
Faulty fabricated structures___ ; _ : ad 1252 
General Accounting Office report _ - 7 ee ae aS 1 26! 
Inspection of - - - --- wins ka-stnee OO 7 


Investigations in the past, summary ic ania 


Losses _ : my ~ 1263, 1266, (1286, 13 
Permanent elevators, adv isability gi . 126 
Procedure for acquiring _ - _ - : 1256 
Responsibilities of Grain Division and State committees. - 1253 
1258, 1265, 128! 
Storage costs____ ia oa aati alr __. 1300 
Storage time, limitation on____-_ 131! 


Wheat to Pakistan, reimbursement to CCC for transfer of - 1391, 1399, i. 
Cotton acreage reduction. es Saeiancdt . 


Foreign expansion of cotton acreage __ ia tae ade oily 1234, 120 

F J 

Peemees’ louse Dieintientiens 65s. 500 64< cna pga onbinp Hepnedinbath=« 1508 
Language changes - _ - de ia al ae en a ele ae 1600 
Loan authorizations_____- Slceerkdukek hein sl Wicd oi ni hie ate 1508 
Appraisal policy _- - -- pata ammaeaiecc. hail 158! 
Direction of program_-_--- - =e ita ea id Gino a ana - 





Farmers’ Home Administration—Continued 
Loan authorizations—Continued 
Direct loans: Page 
Additional funds to meet needs of - 1575, 1605 
Emphasis on_- 4s slassre ’ ban 1572 
Disaster loan revolving fund_- de _ 1558, 1607 
Drought relief program -_- . 1557, 1578 
Feed and hay program - - - 1558, 1572 
Farm housing - 1530, 1582 
Farm ownership loans___- 1518, 1522, 1524, 1526, 1528 
Loans under amendment to Bankhead-Jones oh Tenant 
Act_- 1585 
Repayment of ___ 1560 
Status of - _- 
Farm Security Administration, loans under - - 1542, 
Foreclosures - - - - 
Insured loans, increase in- 1572, 
Interest rates, increase in- 1552, 1556, 
Local offices, role of__- 
Losses __- 
Off-farm income, effect on making loans 
Procedure for approval of loans-_- 1601 
Production and subsistence loans - 1536, 1540, 1566, 1568, 1596, 1597 
Refinancing of loans - - - 1579, 1580 
Repayment of loans_-_-- 1555, 1565, 1566, 1574, 1602 
Rural rehabilitation loans of Farm Security Administration 1542 
Soil and water conservation loans - - 1544, 1553, 1596 
Supervision of loans--- . 1564, 1567, 1589 
Veterans: 
Loan applications and direct loans made 152 
Percentage of direct loans going to 155 
Production and subsistence loans 1538 
Salaries and expenses 1505 
Personnel: 
Increase in__- 1591 
Locations of additional per rsonnel 1604 
Workload, increase in - 1553 
Federal Crop Insurance Corporation __ 1405 
Administrative expenses, use of premium income for_ - 1431 
Agents’ commission, increase in -_ _ — - 1430 
Areas covered, careful selection of areas 36, 1437, 1438 
Changes in sales and underwriting 1422 
Coordination with other agricultural programs - - - 1428 
Counties participating in program, number of , 1430, 1434 
I;imergency assistance areas 1421 
Income from premiums- -. 31, 1433 
Operating and administrative expenses - - - - - - 1405 
Premiums, indemnities, and loss ratios 1415 
Private writing of risk crop insurance - - : ; 1426 
_ Program changes - -- -- - - ban m8 1422, 1424 
Foreign Agricultural Service _ _ --- ade ; 1158 
Agricultural attachés___ j 1167, 1171 
Background of _ _- . 1191 
Duties of__ sneck . j nt 1176, 1196 
Lingual status of nee : Li 1202 
Posts and positions 1172 
/ Qualifications of__ -- ; ; shai 1196 
9, 1400 Relationship with State De -_partme nt__- sida «dive 1187 
122 Staff for attachés-_ _ —___ sali 3 ‘ 92, 1200 
4, 124 Transferred from State Departinent 
Travel funds__ - eae eT , 1202 
— Agricultural exporting countries - - _ - a) | ee 1179 
1508 Agricultural industry, definition and cooperation with _____- 1189 
160% Commodities exported and payments made from section 32 funds 
1508 during 1953 and 1954 ea ; 1205 
158! Export prices of selected agric ultural commodities : 1203 
150! [Export situation _ Slates ela seoieaes ouacata ee 1168 
Foreign competition branches, work of _ x c ; kee 1199 





VI 












Foreign Agricultural Service—Coatinued Pan fe Ru 
Foreign Operations Administration, transfer of funds from__________ 1207 
Foreign production, information on__........--.---------------__ 118 
ERRNO CRUMMND ss oc ccennn eae sueul visu. Heald. oe 1207 
Markets for United States agricultural commodities in 1953___._____ 1173 

DN 6 cciiravnnidbeewonncncmest deat 420.U6Ul Tales 117; 
Military housing abroad, use of revenues from Agricultural Trade 
Development and Assistance Act__-......-------------- - 1177, 118) 
Ee ER Tee t Tel Jes... “10 
OND GN hy cc vititmcwnweweneGdGU.delceulivsvse dl. 11s 
Subsidies paid by other agricultural exporting countries _ iS sree! Ca 
Surplus commodities disposal abroad, philosophy of____-_--- xu ae Se 
Surplus commodities, export sale on competitive bid bagis.......... 11g Se 
TOURSORREIOINE.. ... 6c cccieniidn chee cutbnke tee! 121) 
Trade agreements, processing of under Public Law 480___________ 1197 
Trade fairs_ -_—____ bellies ceeaeldepatatnaieh cise ied ed acest + xuielxwges... BF 
Trade missions _ 2 iolkaicai alia ahiaian(alimamsiasecattccseh eae orp Ais yrisurt «gene 
Watches, impact of ine creasing yer PT er rrCorar rte seed. (719) 
G 
General provisions_-_---------.-.- Mit Luka does. veekwiLoswvetOi 1729 
I 
Information, Office of wiamenee a Ae. Sulu iat 169 
Printing costs bind wee mar nin eiine AE. Sh SO Oe 171 
Publications, samples of Lie ubsiedl somielilicdede: ieee 1708 se 
Television, use of hand gi, Sola aio nals. tue b 1715, 1716 
Yearbook of agriculture ‘ phic aie season wiigel le cee ae ae 
L 
Library _ _ _- — tiwikatinn the Adee Riis 4 dee Es dnnd ati 1720 
O : 
Obligations _ __-_- asl chp ob i sss alg, isn leah Sse a na sn SS aoe i daca farce OO 1733 ‘ 
I 
R ; 

Rural Electrification Administration.........._....2.sveeec.becbiud _ 1489 Pr 
Adequacy of funds requested in 1956__.___.....--------.--------- 1496 F 
Atomic enersy, work withiwci su2icwvo. eeu ceessales su lbetictiles 1473 I 
Loan authorizations _ . _ 1. Jeet a eo So 1439 I 

Electrification loans___.___._____-_----_- J ticss.tocssu RE ¢ 
DIE GE iin ccindntceemiduleroolti Jue ead. ee 1460 F 
Applications, number and amount of______________-_----- 1459 1 
Extension of repayment period____-- JWvwelsseuvaue 1506 
Extent of electrification. _____- PHO weve se : 1486 
Generation and transmission loans_____________-___- 1472 
REA electric borrowers, survey of construction plans ‘and 

Renin ets. ik i 220 i ei dsabui copsauy 1474 
State allotment loan formula, repeal of__------._- 1455, 1463, 1487 
Availability of funds under State formula__...._._..._. 146! 
RENN OT UI a oii irecdcinuccéia vaste eee 1499 

Equipment, loans for purchase of__________..-...-_------ 1488, 1490 

I WIN oie voici rnin cnn acu nine ocak seceNwotel. 1490 

Installation and merchandising loans______________________--- 1488 

Loans: 

Amount of______________- cwtevivewadealuad. Diesels. 1482 
et FI is es hdncarennciaien i a 1479 
Repeti tate... io. Jo Seka ae 1492 
I INI ans teens wnt tian Se a he len 148] 

Teleghewes MONS. 6.35655. s eA 1457, 1495, 1496, 149° 
PII och ic ereancincnStakannnteraiahncine accu esteaa 146! 
Applications, number and amount of_______._._-.---_---- 1460 
Gomumery.af premites oe Juuso ie osanielicuesk 1503 


VII 


Rural Electrification Administration—Continued 
Personnel: Page 
Consultants, employment of 1507 
Number of 1462 
ion i oa 1482 
eae ee i a: . 1440 
ideiadeniee expenses ints lded radi 1506 
Penalty mail costs____- , : : ” ati sl 1490 
Supervision from W ashington - en se ces ; Ji ae: Ce 


School lunch program. (See Agricultural Marketing Service.) 


Secretary, Office of - tbat ce 5; 1635 
Administrative expenses _ aca ; a alate .-- 1659 
Coordination of Department’s activ ities er ee 1675 

Field and departmental. -_ _ _- ets mat .. 1664 
Increases requested for 1956______- =e 1695 
Investigators, transfer of_________-_- : 1689 
Land-grant colleges, appointment of students to- ee 1694 

Personnel: 
1724 Average grade and salary Si et a oma 1655 
Policies of the Department, need for confirmation of 1687 
teleases, press.__....---- ; 1657 
169 Travel : : 555, 1670 
1716 Wheat, referendum on________- ere 575, 1689 
1708 Solicitor, Office OR is ie ; 1609 
5, 1716 Positions, grade and salary_______- 1625 


Salaries and expenses 1609 
Watershed program, workload for_ tae E 1628 


FARM CREDIT ADMINISTRATION 


Administrative expenses 


Air-conditioning equipment _-__-...-_--..---------. , ee ee 
District boundaries and location of district units._.______- 1742 
Export sale of commodities on competitive-bid basis - ee, 
1439 Farm Mortgage Corporation ; 1738 
1496 Federal intermediate credit banks__--_--__--___-- 
1473 Foreclosures by Federal land banks___- 
1439 Indebtednegs of farmers_.___________._________- 
5, 1497 Interest rates 
1460 Loans by 
1450 Production Credit Corporation ; 
1506 Trends in agricultural credit ae 
1486 
1472 
1474 
, 1487 
1469 
1499 
, 1490 


1490 
1488 


1482 
1479 
1492 
1481 
, 1499 
146] 
1460 
1503 





